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Effect  of  Low  Charges  in  the  Development 
of  Passenger  and  Freight  Transportation 

CHAPTER  I 

Introduction 

1.     Purpose  of  the  thesis. 

The  development  of  freight  and  passenger  transportation 
centers  mainly  on  the  rate  of  charge.     The  rate  charged  has 
always  a  very  close  connection  with  the  growth  or  decline  of 
traffic.     It  acts  also  indirectly  either  as  a  stimulant  or  a 
retarding  factor  in  the  development  of  the  locality  which  the 
railway  6erves.     But  it  is  only  the  former  of  these  relations 
that  is  within  the  scope  of  cur  inquiry. 

Low  charges  are  treated  as  in  a  dynamic  not  in  a  static 
state,  thus  meaning  decreased  charges.     No  attempt  has  been  made 
to  determine  the  absolute  amount  of  a  low  charge  under  any 
specific  conditions.     Nor  is  any  attempt  made  to  discuss  whether 
the  low  charges  are  brought  cut  continuously  by  constant  improve- 
ments, cr  whether  they  are  working  themselves  cut  in  a  zigzag 
manner  by  demands  of  certain  periods  and  localities,  or  whether 
they  are  achieved  by  taking  the  traffic  as  a  whole  and  raising 
the  charge  of  one  traffic  and  lowering  that  of  the  other. 
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The  various  charges,  both  cf  freight  and  cf  passenger 
traffic,  are  numerous  and  complicated.     As  it  is  not  the  object 
to  find  out  what  is  a  low  charge  and  the  sole  aim  is  to  show  the 
effect  cf  low  charges  in  developing  traffic,  so  it  is  net  needed 
to  go  into  the  question  cf  comparing  various  charges  for  each 
class  cf  traffic,  individual  commodity  rates  cf  various  kinds, 
individual  passenger  fares  of  various  forms  and  so  on. 

The  purpose  of  this  thesi6,  by  taking  low  charges  as  a 
factor  without  enumere^ting  or  analyzing  their  various  forms,  is 
to  try  to  find  out,  in  the  first  place,  whether  it  is  possible 
for  low  charges  to  bring  about  a  development  of  railway  traffic; 
in  the  second  place,  whether  low  charges  actually  do  bring  about 
such  a  development;  and  in  the  third  place,  how  extensive  the 
development  is. 


r 

2.     Importance  of  low  charges  in  railway  transportation. 

Since  railway  transportation  is  closely  interwoven 
with  all  other  industries  and  has  de>. p  concern  with  substantially 
the  whole  population  of  a  country,  the  importance  of  low  charges, 
upon  which  hinges  the  value  of  railroads  to  society  is  very  great. 
Low  charges  bring  more  goods  to  consumers  and  secure  wider 
markets  for  producers.     It  decreases  price  and  increases  buying 
power  cf  money.     Labor  is  enabled  to  move  with  ease  and  a  larger 
movement  permitted  to  the  general  public. 

The  importance  of  low  charges,  if  it  is  viewed  from 

the  nature  of  railway  transportation  itself  as  a  business  concern, 

is  much  greater.     Low  charges  have  much  to  do  net  only  with  the 

prosperity  cf  the  road  but  with  its  very  existence  as  a  business 

enterprise.    A  railroad  can  not  very  well  suspend  business  as 

some  other  industries,  when  competition  forces  down  the  charges.^" 

It  can  not  withdraw  its  invested  capital.     A  railroad  once  laid 

is  bound  to  keep  on  forever  to  sell  its  transportation  under  all 

conditions  and  all  circumstances,  unless  the  capital  is  to  be 
p 

sacrificed.      After  the  road  is  built  and  equipped,  certain 

expenses  have  to  be  met  whether  or  not  there  is  traffic  and 

whether  there  is  a  large  or  Bmall  amount  of  traffic .     It  has  been 

estimated  that  two  thirds  cf  the  total  expenses  are  constant; 

3 

only  one- third  varies  with  the  amount  of  traffic. 

1.  Johnson:  American  Railway  Transportation.    PP.  322-224 

2.  Compare  Noyes:  American  Railroad  Rates.     PP.  8-11. 

3.  Compare  Strombeck:  Freight  Classification.    PP.  11-18,32. 
Noyes:  American  Railroad  Rates.     PP.  11-19. 
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On  the  other  hand,  railway  transportation  is  a  business 
which  can  yield  increasing  returns  of  profits.     Up  to  the  point 
of  full  utilization  of  the  existing  plant,  an  increase  of  traffic, 
no  matter  hew  little  net  profit  it  gives,  means  an  increase  in 
the  net  operating  revenue.^"    As  the  traffic  grows,  it  is  possible 
to  secure  constantly  larger  net  profits  even  at  the  same  charge; 
for  the  expenses  in  such  cases  do  not  grow  proportionally  with 
the  increase  in  traffic. 

p 

To  secure  traffic,  therefore,  is  the  foremost  duty  of 
a  railroad  company.    A  railroad,  since  it  is  a  permanent  invest- 
ment must  try  to  secure  not  only  profitable  business  but  also  any- 
promising  traffic.     In  securing  such  traffic  -  traffic  which  is 
capable  of  future  development  -  conditions  may  force  the  railway- 
to  sacrifice  the  net  profit  for  a  while  or  even  further  to  incur 
a  temporary  loss  in  developing  such  traffic.     But  the  railroad 
sometimes  has  to  yield  to  these  conditions,  for  these  seeming  dis- 
advantages, when  they  are  calculated  with  all  the  traffic  as  a 
whole,  both  present  and  future,  form  not  great  losses  but  actually 
small  gains.     The  profitableness  of  a  railroad  depends  quite  as 
much  upon  the  volume  of  traffic  secured  and  securable  as  upon  the 

price  charged.     If  some  traffic  can  be  secured  only  with  low 
charges,  it  is  desirable  to  lower  the  charge,  for  since  the  opera- 
ting expenses  will  not  be  proportionally  increased  by  the  new 
traffic,  the  expenses  will  be  shared  by  a  larger  number  of  units. 

1.  Professor  Ripley  quotes  an  example  tc  show  how  an  increase  of 
ten  percent  in  the  traffic,  may  more  than  double  the  profit, 
and  how  a  similar  decrease  might  turn  a  surplus  into  a  deficit. 
See:  Ripley:  Railroads  Rates  and  Regulation,  PP.  71-77. 

2.  Compare  Acworth:  Elements  of  Railway  Economics.     PP.  64-75. 
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Low  charges  are  usually  the  means  adopted  to  secure 
large  traffic.     Many  lines  of  Vusiness  are  of  such  a  character 
that  they  can  net  be  obtained  at  high  rates,  while  much  can  be 
secured,   if  charges  are  low.     This  is  true  with  many  articles  cr 
materiale  of  common  use  such  as  coal,  stone,  lumber,  food  products 
If  a  reduction  of  charges  is  made  on  these  articles,   it  usually 
gives  a  further  advantage  tc  the  railroad  in  such  a  way  as  to  give 
more  of  ether  articles  to  carry.     The  transportation  of  raw  materi 
als  tc  one  place  by  one  railroad  is  likely  to  give  the  railroad 
manufactured  goods  to  carry  from  the  place  to  other  places  in  a 
later  date.     This  principle  is  net  merely  true  of  certain  classes 
of  local  business  but  is  also  true  of  the  long  distance  traffic 
in  general.     A  rate  of  three  cents  per  ten  per  mile  will  make  it 
impossible  for  the  wheat  of  Chicago  to  compete  in  the  market  of 
New  York.     This  is  also  the  reason  why  in  securing  traffic,  large 
reductions  to  seemingly  unprofitable  rates  cr  fares  and  large 
outlays  in  building  branch  lines  as  contributors  to  the  main  lines 
are  sometimes  justifiable.     "Not  unfrequently  when  a  large  part 
of  the  traffic  of  a  branch  line  gees  over  the  main  line  in  the 
direction  cf  favoring  grades;  it  is  handled  over  the  ma'in  line  at 
no  appreciable  extra  cost  by  simply  filling  up  the  trains  and  the 
branch  line  is  thus  enormously  prof  it  able . 1,1 

Low  charges,  therefore,  are  very  important.  Railway 
transportation  because  cf  its  peculiar  nature  as  a  business  enter- 
prise, can  not  forego  tc  use  it  in  its  constant  competition  for 
business.     Low  charges  as  the  means  of  securing  and  developing 

1.    Wellington:  Railway  Location.     P. 733. 
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larger  traffio  are  in  most  cases  very  effective.     If  progress  of 
civilization,  as  claimed,  depends  much  on  the  facility  of  trans- 
portation and  communication,  then  low  charges  in  railway  trans- 
portation have  doubtless  made  it  much  more  efficient  than  any 
other  transportation  system. 


CHAPTER  II. 

TranBportat ion  Charges. 

1.     Immediately  prior  to  the  introduction  of  railways. 

Systems  of  transportation  before  the  coming  of 
railroads  may  be  grouped  under  two  general  heads  -  transportation 
by  land  and  by  water.     Transported  ion  charges  whether  on  land  or 
on  water  were  in  general  high,    not  enly  in  the  sense  that  the 
charges  were  higher  in  themselves  but  also  in  other  necessary 
expenses  and  delays  vvhich  were  unavoidable  under  the  eld  system 
of  transportation.    With  the  introducticn  of  railroads,  transpor- 
tation charges  have  teen  decreasing.     This  is  generally  true  in 
all  countries. 

In  a  pamphlet  issued  by  the  Empire  Transportation  Com- 
pany in  1876,  the  transportation  rates,  from  Philadelphia  to 
Pittsburgh  chiefly  on  wagons,  stages,  were  given  from  two  dollars 
to  two  and  a  half  dollars  per  hundred  pounds.     Robert  Fulton  in 
1807  wrote  to  Albert  Gallatin,  Secretary  of  the  United  states 
Treasury,  stating  that  the  rate  for  transporting  flour  on  turn- 
pike from  Philadelphia  to  Columbia,  a  distance  of  seventy-four 
miles,  was  $10  a  ton.    At  the  same  rate,  if  the  turnpike  had 
extended  to  Pittsburgh,  a  distance  of  320  miles,  the  charge  would 
have  been  f42,  which  would  have  excluded  the  flour  from  the 
market  at  Pittsburgh.     The  rate  of  moving  flour  from  Columbia  to 
Philadelphia  was  13.51  cents  per  ton 

1.     Compare  Ringwalt:  Development  of  Transportation  System  in 
the  United  States.     PP.  33-34;  47-50;  60-64. 
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per  mile.l    Janathan  Knight,  chief  engineer  of  the  Baltimore  and 
Ohio,  said  in  1831  that  "the  charge  for  the  carriage  of  commo- 
dities from  Baltimore  to  Wheeling  on  the  turnpike  road  averaged 
about  two  cents  per  pound,  or  144.80  per  ton  on  the  whole  distance 
of  226  miles,  being  at  the  rate  of  about  17  cents  per  ton  per 
mile. »2 

The  fare  on  the  stagecoach  from  Philadelphia  to 
Pittsburgh  varied  from  $14  to  $20,  which  in  those  days  meant 
more  than  the  same  sum  does  now.     The  rates  usually  charged  for  a 
two  horse  coach  for  carrying  one  or  two  passengers  not  exceeding 
one  mile,  was  $1;  the  one  horse  vehicle  usually  charged  25  cents 
for  the  same  service.     Regarding  water  transportation,  the 
average  charge  on  several  important  canals  was  found  in  1832  to 
be  three  cents  per  ton  per  mile,  two  cents  for  toll  and  one  cent 
for  cost  of  movement.    Flour  was  carried  in  1S31  by  the  canals 
of  Pennsylvania  for  14.5  mills  downward,  exclusive  of  toll, and 
upwards  7  mills  per  ton  per  mile. 


1.  Ringwalt:  Development  of  Transportation  System  in  the 
United  States.    P.  33. 

2.  Ibid. 


9 


The  following  table  shows  the  average  freight  rate6  per  ton  on 


New  ioik 

canals  between  Albany  and  Buf j 

'bio,  143 

miles  . 1 

|—  ■ 
i  ear  s 

Total 
charge 

Telle 

TiftH.vi  no* 

JJvU  V  1  llg 

freight 

Total 
charge 

Tolls 

Leaving 
freight 

1830-33 

$18.65 

$9.85 

$  8.80 

$8.84 

$4.74 

$4.10 

1834-3? 

18.00 

6.57 

11.43 

7.15 

3.38 

3.87 

1838-41 

16.10 

6.57 

9.53 

6.94 

3.28 

3.66 

1843-45 

11.75 

6.57 

5.18 

5.93 

3.38 

2.65 

1846-49 

7.85 

4.80 

3.05 

5.90 

3.92 

3.98 

1850-53 

6.05 

3.76 

2.29 

5.07 

2.37 

2.70 

1854-57 

5.05 

3.92 

2.13 

4.86 

2.19 

2.67 

1858-61 

3.45 

1.24 

1.21 

3.54 

1.51 

2.03 

1878-81 

3.05 

.57 

1.48 

1.53 

.36 

1.17 

In  England  at  the  close  of  the  eighteenth  century 

the  charge  for  carriage  by  wagon  from  London  to  Leeds  was  at  the 

rate  of  13  pounds  a  ton,  being  27  cents  per  ton  per  mile.  Between 

Liverpool  and  Manchester  it  was  40  shillings  a  ton  or  30  cents 

p 

per  ton  per  mile,  but  by  the  Mersey  a.nd  Iswell  water  route,  the 
charge  was  only  12  shillings  per  ton. 3    The  carriage  of  goods  by 
wagon  between  London  and  Exeter  was  12  pounds  per  ton.4 

A  passenger  travelling  from  London  to  Edinburgh  by 
mail  coaches  in  1830  had  to  pay  10  pounds  if  he  traveled  outside 

1.  Report  of  the  Commission  on  Canals  of  New  York  State,  1899. 
P.  34. 

2.  Report  cf  Committee  on  Railways,  1844.     P. 9. 

3.  Jeans:  Waterways  and  Water  Transportation.    P. 40. 

4.  Findley:  The  Working  and  Management  of  an  English  Railway. 
P.  41 
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or  14  pounds  inside,  and  the  journey  occupied  40  hours  3-  The 
average  rate  of  coaching  fares  was  stated  by  Mr.  Chaplain,  the 
great  coach  proprietor,  in  1838  to  have  been  about  9  cents  per 
mile  inside  and  5  cents  per  mile  out6ide.2 

Jeans3  wrote  in  1890  and  said,  "Before  the  period 
of  Macadam,  it  cost  2s  6d  per  mile  to  transport  coal  by  the  old 
pack-horse  on  an  ordinary  road.    At  this  rate,  it  would  have  cost 
from  10  to  15  pounds  to  transport  a  ton  of  coal  from  the  Midland 
coal  field  to  London,  a  service  which  is  now  performed  for  6s  to 
7s  per  ton." 

Lardner4  wrote  in  1850  and  said  that  the  internal 
transport  of  goods  in  England  was  performed  by  wagon  and  was  not 
only  intolerably  slow,  but  so  expensive  as  to  exclude  every 
object  except  manufactured  articles  and  such  as,  being  of  light 
weight  and  small  bulk  in  proportion  to  their  value,  wruld  allow 
of  a  high  rate  of  transport;  heavy  articles,  such  as  coal  and 
other  materials,  could  only  be  available  for  commerce  where  their 
position  favored  transport  by  sea,  and,  consequently,  many  of  the 
richest  districts  of  the  kingdom  remained  unproductive,  awaiting 
the  tardy  advancement  of  the  art  of  transport. 

1.  Findley:  The  Working  and  Management  cf  an  English  Railway. 
P.  43. 

2.  Report  cf  Committee  on  Railways,  1844.     P. 9. 

3.  Jeans:  Waterways  and  Water  Transport.     P. 7. 

4.  Lardner:  Railway  Economics.     P. 35. 
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The  following  table  gives  some  idea  of  the  early 
transportation  charges  on  land  and  water  in  England  before  the 
coming  of  railroads: 


Transportation  charges 

1777 

cf  goods 

per 

ton 

1 

Between 
Liverpool  and  Etruria 

T 

JJ 

2 

By  road 

S 

10 

D 
0 

L 
0 

Bv  water 
S  D 
13  4 

Liverpool  and  Wolverhamplin 

5 

0 

0 

1 

5 

0 

Liverpool  and  Birmingham 

5 

0 

0 

1 

5 

0 

Manchester  and  Wolverhamplin 

4 

13 

4 

1 

5 

0 

Manchester  and  Birmingham 

4 

0 

0 

1 

10 

0 

Manchester  and  Litchfield 

4 

0 

0 

1 

0 

0 

Manchester  and  Derby 

3 

0 

0 

1 

10 

0 

Manchester  and  Nottingham 

4 

0 

0 

2 

0 

0 

Manchester  and  Gainsborough 

3 

10 

0 

1 

10 

0 

Manchester  and  Newark 

5 

6 

8 

2 

0 

0 

Manchester  and  Leicester 

6 

0 

0 

1 

10 

0 

1.  '  Pratt:  History  cf  Inland  Transportation  and  Communication 
in  England.     P. 178. 
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2.     Charges  imposed  by  early  railways. 

England  and  America  led  the  world  in  railway  con- 
struction.    The  transportation  charges  imposed  by  the  early 
railways  in  both  countries  were  higher  than  those  they  are  im- 
posing today.     The  charge  for  transporting  goods  on  the  Liverpool 
and  Manchester  Railway,  the  first  public  railroad  in  England, 
during  its  early  operation  was  $2.79  per  ton  for  32  miles,  or 
nearly  9  cents  per  ton  per  mile;  during  the  first  nine  months  of 
the  operation  of  Baltimore  and  Ohio,  the  first  public  railroad  in 
America,  freight  charges  averaged  six  cents  per  ten  per  mile. 

The  transportation  charges  imposed  by  the  various 
railways  in  America  may  be  seen  from  the  following  table, ^ 
prepared  in  1837  by  the  superintendent  of  motive  power  cf  the 
Columbia  and  Philadelphia  railroad. 

Per  ton  per  mile . 
Baltimore  and  Ohio  4^  cents 

Ealtimore  and  Washington  4  cents 

Winchester  and  Potomac  7  cents 

Portsmouth  and  Roanoke  8  cents 

Boston  and  Providence  10  cents 

Boston  and  Lowell  7  cents 

Mohawk  and  Hudson  8    cents  ■ 

Petersburgh  10  cents 


1.    Ringwalt:  Development  of  the  Transportation  System  in  the 
United  States .     P. 110. 
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In  1848  the  average  fare  charged  by  the  principal 
railways  north  of  Baltimore  and  Eaet  cf  Ohio  was  reported  by 
Mr.  Henry  C.  Clay  to  be  2.85  cents  per  mile.     The  details  can  be 


seen  from  the  following  table. 

Railway  fares  charged  upon  each  of  the  principal 
railroads  in  the  United  States  in  the  year  1848.  1 


Length 

Charged 

Rate  per 

Name 

of  Line 

Through 

Mile 

Miles 

Drs .Cts . 

Cts . 

Fastern  Railroad-Boston  to  Portland 

105 

3.00 

2.85 

Boston  and  Maine 

110 

3  .00 

2.72 

Boston  and  Lowell  Boston  to  Lowell 

36 

0.65 

2.5 

Boston  and  Worcester 

44 

1.25 

2.8 

Boston  and  Providence 

42 

1.25 

2.97 

Fitchburgh-Bcston  to  Bladwinsville 

71 

1.75 

2.46 

Fall  River-Boston  to  Fall  River 

53 

1.35 

2.54 

Olri   fin  1  nn  v— .  Rfifl    nn   t.Ci   Plvmo'p  +  Vi 
v  x  u.    vijivuy-jjvjD  u  u ii    \j  vj    n  y  iuvj  u  o  u 

37-i- 

(~>  .  uu 

Western-Worcester  to  Albany 

156 

3.75 

2.27 

Nashua  and  Lowell 

15 

0.40 

2.66 

Camden  and  Amboy-New  York  to  Phila- 

delphia. 

90 

3.00 

3.33 

Philadelphia  and  Baltimore 

97 

3.00 

3.01 

Baltimore  and  Ohio- Bait imcre  to 

Cumberland 

179 

7.00 

3.91 

Baltimore  and  Washington 

40 

1.60 

4.00 

Winchester  and  Potomac 

32 

2.00 

6.25 

Gaston  and  Raleigh 

87 

4.00 

4.6 

Georgia-Augusta  to  Atlanta 

171 

7,00 

4.09 

Central-Sawanah  to  Macon 

191 

7.00 

3.65 

Macon  and  Western-Atlanta 

101 

4.00 

3.96 

Auburn  and  Rochester 

77 

3  .00 

3.89 

Attica  and  Buffalo 

0.94 

2.98 

Michigan  Central-Detrict  to  Kalama- 

146 

4.40 

3.00 

zoo 

Mad  River- Sandusky  to  Belief ontaine 

102 

3.25 

3.18 

Madison  and  Indianapolis 

86 

3.00 

3.48 

Weldon  and  Wilmington 

16li 

4.00 

2.48 

South  Carolina-Charleston  to 

Augusta 

136 

6.75 

4.96 

1.     Salt:  Railway  and  Commercial  Information.     P.  70. 


A  select  committee  cn  Railways  <bf  England  made  the 
following  comparison  in  1840  of  railways  in  New  Ycrk,  Massachu- 
setts and  England.1 


Length 

in 
Miles 

Average  charge 
per  mile 

Total 
number  of 

jpaseeng-ere 

Number  of 
tons  of 
goods  etc. 

Passenger 

Goods 
per  ton 

Mpw  York 

393^ 

cts. 
3.73 

cts. 
6.37 

1    037  000 

76  100 

Massachu- 
setts 

i6?i 

3.96 

7.6 

697,000 

116,100 

England 

2070 

(5.4 
3.4 
2.2 

Goods  " 
about  \ 
6  cents, 
Miner- 
ale  [ 
about 
4  cents 

24,650,000 

fGoods 

jabout 
1,000, 000 
Minerals 
4,000,000 

The  English  rates  and  fares  were  again  compared 
in  1846  with  those  of  Belgium  and  France.2 


1  1 

Fare  per  Passenger  per  Mile 

I  • — 

General 
per  Ton 
about 

Merchandise 
per  mile 

1st  class 

2nd 

3rd 

ct  s . 

eta . 

cts . 

England 

5.4 

3.4 

2.2 

6 

Belgium 

2.4 

1.8 

1.12 

5 

France 

4.0 

3.0 

2.4 

6 

The  charges  of  Germany  in  1840  stood  about  half 
way  between  those  of  France  and  Belgium. 


1.  Great  Britain  Select  Committee  Report,  1844.     App.  P. 25. 

2.  Ibid.  App.  P. 29. 


1  5 

Some  general  idea  of  the  early  charges  on  the  classified  traffic 
can  be  formed  from  the  following  data. 

In  1862  according  to  the  data  published  by  the 
Interstate  Commerce  Commission  entitled  "Railways  in  the  United 
States  in  1902"}  the  rates  of  the  first  four  classes  in  cents  per 
100  pounds  between  New  York  and  Chicago  in  January  of  1862  were 
160,  128,  107  and  66  cents  respectively,  while  the  fifth  end 
sixth  classes  wer    not  used.     According  to  the  same  authority? 
shoes  and  tea  were  carried  between  New  York  and  Chicago  at  188 
cents  per  100  pounds,  machinery  160  cents,  sugar,  rice  and  nails 
at  82  cents  per  100  pounds. 

The  charges  of  1847  in  England  can  be  seen  from 
the  following:* 

Lowest  Maximum  Highest  Maximum 

charge  charge 

Animals  per  mile 

Horses  6  cents  12  cents 

Cattle  2  cents  10  cents 

Calves  and  Pigs  0.5  cents  3.5  cente 

Carriages  per  mile  4  cents  18  cents 

Goods  per  ton  per  mile 

Manure  2  cents  6  cents 

Coal  10  cents  lS5cents 

Corn  2.5  cents  14  cents 

Cotton  and  Gen- 
eral Merchandise  4  cents  14  cents 

1.  House  Document,  Vol. 73,  58th  Congress,  2nd  Session,  1903-04. 
P.  44. 

2.  Ibid.    P. 48. 

3.  Salt:  Railway  and  Commercial  Information.     P.  21. 
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According  to  the  same  authority  the  frei-ht  ratee 
on  German  Railways  were  given  as  follows :^ 


Horses 

Cattle  per  head 

Sheep 

Goods 

Not  classified 
First  class 
Second  Class 
Third  class 


10  cents  per  mile 
3.12  cents  per  mile 
.036  cent6  per  mile 

13.70  cents  per  ton  per  mile 

6.S4  Qente  per  ton  per  mile 

5.06  cents  per  ton  per  mile 

4.80  cents  per  ton  per  mile 


The  average  rates  on  Belgium  Railways  for  goods 
were  3.2  cents,  4.84  cents  and  6.4  cents  per  ton  per  mile  for 
the  third,  second  and  first  class  commodities  respectively. 


1.     Lardner:  Railway  Economy.     P.  410. 
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Total  tonnage 

moved  each  year  on  the 

Erie  Canal 

Erie 

Railway  and  on  the 

New  York  Central 

and  Hudson  1 

way  from  1856-1872 

,  inclus ive . 

Tons 

moved  on  the 

Year 

N . Y . Central 
Hudson  River 

& 

Ry. 

Eire  Railway 

Erie  Canal 

1856 

776,112 

943,215 

2,107,678 

1857 

838,791 

978,066 

1,566,624 

1858 

765,407 

816,954 

1,767,004 

1859 

834,319 

868,073 

1,753,954 

1860 

1,028,183 

1,139,554 

c , 253 , 533 

1861 

1,167,302 

1,253,418 

2,500,782 

1862 

1,387,433 

1,632,955 

3,204,277 

1863 

1,449,604 

1,815,096 

2,955,302 

1864 

1,557,148 

2,170,798 

2,535,792 

1865 

1,275,299 

2,234,350 

2,523,490 

1866 

1,602,197 

3,242,792 

2,896,027 

1867 

1,667,926 

3,484,546 

2,920,578 

1868 

1,846,599 

3,908,243 

3,346,986 

1869 

2,281,885 

4,312,209 

2,845,072 

1870 

4,122,000 

4,852,505 

3,083,132 

1871 

4,532,056 

4,844,208 

3,580,922 

1872 

4,393,965 

5,564,274 

3,562,560 

1.    Compiled  from  Senate  Reports,  Transportation  Routes  to  the 

Seaboard;  1st  Session,  43rd  Congress;  1873-1874.     P. 57  and  67. 
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Average  freight  charges  per  ton  per  mile  on  the  Erie  Canal, 

on  the  Erie  Railway  and  on  the  New  York  Central  and  Hudson  River 

Railway  from  1856-1872,  inclusive. 

(The  charge  by  canal  includes  both  freight  and  toll). 


Year 

1856 

New  York  and 
Hudson  River  Ry. 

Ct  3  • 

3.0 

Erie  Railway 

l#  w  a  • 

2.5 

Lrie  Canal 

%0  w  o  • 

1.1 

1857 

3.1 

2.5 

0.8 

1858 

2 . 6 

3.3 

0.8 

185S 

2.1 

2.1 

0.7 

1860 

2.1 

1.8 

1.0 

1861 

2.0 

1.7 

1.1 

1862 

2.2 

1.9 

0.9i 

1863 

2.4 

2.1 

0.9 

1864 

2.7 

2.3 

1.1 

1865 

3.3 

2.7 

1.1 

1866 

2.9 

2.4 

1.0 

1867 

2.5 

2.0 

0.9 

1868 

2.6 

1.9 

0.9 

1869 

2.2 

1.6 

0.9 

1870 

1.9 

1.4 

0.8 

1871 

1.6 

1.5 

1.0 

1872 

1.7 

1.5 

1.0 

1.     Compiled  from  Senate  Reports,  Transportation  Routes  to  the 

Seaboard;  first  Session,  43rd  Congress;  1873-1874.     P. 57  and  67 
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3 .     Summary : 

The  early  railways  made  the  tolls  collected  on 
turnpikes,  stage  coaches  the  basis  of  their  own  rate  system.  In 
fact  they  were  only  transformed  transportation  systems  cf  turn- 
pikes ,  stage  coaches  and  wagons,  copying  net  only  their  mode  of 
making  charges  but  many  other  forms  of  management.     But  this 
great  difference  should  be  noted:  the  early  railway  charges  were, 
in  general,  much  lower.     As  the  railway  has  many  natural  advan- 
tages and  is  in  itself  a  superior  system  of  transportation  to 
any  other  in  speed,  in  comfort,  in  extended  journey  and  consequent- 
ly in  economy  in  general,  so  early  railways  with  lower  charges 
could  easily  and  rapidly  supersede  the  other  transportation 
systems  of  any  extended  scale  on  land.     Men  began  to  compare  the 
benefit  cf  this  new  system  with  that  of  the  old,  thus  traveling 
by  railroad  became  popular. 

But  its  charges  in  relation  to  those  on  water  routes 
were  different.     Transportation  on  water  was  begun  in  an  unknown 
date  and  its  natural  advantages  over  that  cf  railways  are  many. 
In  1837  to  1841  the  yearly  average  tonnage  carried  on  canals  in 
America  amounted  to  1,355,545,  while  that  cf  all  New  York  railways 
had  no  figures  to  show.l    The  transportation  cf  grain  from  Chicago 
to  the  sea  board  was  not  regarded  as  a  source  of  profitable  traf- 
fic until  about  the  year  1868. 2    The  transportation  charges  on 
water  were  much  lower  than  they  could  be  on  railways  for  the 
same  service. 


1.  See  table  .on  P.  27. 

2.  United  States  Internal  Commerce.  House  Documents,  2nd  Session, 
48th  Congress.     1884-1885.     Vol.20.     P. 4.  
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In  the  early  forties,  the  New  York  canal  coran.iB- 
eioner  made  a  comparative  etudy  of  the  transportation  charges  on 
canals  and  railroads.     The  charge  for  transportation  as  found  by 
them  on  railroads  then  varied  between  3.5  and  11.41  cents  per  ton 
per  mile  and  the  cost  on  Erie  Canal  on  both  ways  was  about  1  cent 
besides  toll.     The  conclusion  reached  was  4.375  to  1  in  favor  of 
canals;  taking  the  average  toll  into  account,  the  ratio  of  the 
entire  transportation    charges  was  2.5  to  1  in  favor  of  canals. 

If  we  group  all  the  transportation  systems  under 
two  heads,  transportation  by  land  and  by  water,  and  compare  their 
charges,  it  is  probably  safe  to  conclude  that  railway  charges 
stood  at  the  middle,  i.e.  lower  than  those  on  land  and  higher  than 
on  water.     In  drawing  this  conclusion  it  is  not  to  be  understood 
that  they  were  so  in  every  case,  but  what  we  wish  to  show  is  that 
the  railway  witli  all  its  natural  advantages  was  easily  able  to 
supersede  the  eld,  slow,  clumsy  means  of  land  transportation.  It 
remains  to  be  seen  whether  it  was  to  prove  itself  superior  to 
water  transportation.    We  shall  see  whether  the  railroad  was  able 
to  bring  about  further  reductions  in  transportation  charges  in 
competing  with  water  routes.     The  railway,  by  its  lower  charge, 
was  easily  able  to  secure  land  traffic  except  that  for  very  short 
distances.     Its  most  difficult  task  was  that  of  competition  with 
water  routes. 

The  following  tables  give  some  idea  of  the  early 
transportation  charges  on  water  and  railroads: 
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Birmingham  and  Manchester  -  By  Canal  in  1836, 
Railways  and  Canal  in  1842.     By  Railways   in  1866. 1 


Article 

Rates  by  Canal 
Collected  £>nd 
delivered 

Rates  by 
Collected 
del ivered 

Rys .   1  Rates  by  Rys . 
and    Collected  and 
' delivered 

Before  Rys 
opened 

After  Rys . 
opened 

1836 

1842 

1842 

1866 

1880 

Per  ton 
s  d 

Per  ten 
s  d 

Per  ton 
s  d 

Per  ton 
8  d    s  d 

Per  ton 
s  d 

Iron 

22  6 

10      11  6 

12 

H ' dware 

40 

20 

25 

20 

21  8 

Nails 

30 

17  6 

20 

16  8 

17.6 

Iron  Wire 

17  6 

20 

16  8 

12 

Parcels 
and  Bales 

30 

20 

25 

22  e 

24  2 

1.     Great  Britain's  Report  of  Select  Committee  on  Railways,  1881. 
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1 


The  following  table  ia  compiled  from  the  data 
given  in  Priestly:   Inland  Navigation  and  Railroads. 


1793 


1816 


All  Lime-  cts- 
stone  .5 

Coal, lime, 
dung, manure, 
materials 
for  roads  1.0 

Coke, char- 
coal, clay, 
bricks  1.5 

Sugar, corn, 
grain, flour, 
timber, lead, 
i  roi/c  nd 

other  metalal  2.0 

Cotton, hidee 
drugs,Manufac 
tured  goods, 
merchandise  2.0 


Grand  Junc- 
tion Canal j 


Leeds  & 

Liverpool 

Canal 


cts 


1.0 


2.0 


3.0 


3.0 


1829 


1826 


1824 


Wishaw  Liverpool 
and  and  Man- 

Coltness  Chester 
Railway  Railway 


cts  . 
4.0 


4.0 


6.0 


6.0-8.0 


8.0 


:ts  . 
2.0 


3.0 


5.0 


6.0 


Redruth  & 

Chasewater 

Railway 


cts 
4.0 


6.0 


6.0 


6.0-8.0 


8.0 


CHAPTER  III 


Early  Recognition  of  the  Desirability 
of  Low  Charges . 

1.     Necessity  of  low  charges. 

(a)  As  seen  in  England. 

As  early  as  1840,  both  in  England  and  in  America, 
the  benefit  of  low  charges  was  advocated  by  the  public.     It  was 
urged  and  generally  admitted  that,  if  the  railway  were  to  serve 
in  its  most  efficient  way,  a  low  charge  system  should  be  widely 
adopted.    Among  railroad  men  there  were  not  a  few  who  saw  the 
necessity  of  lowering  their  charges  for  the  sake  of  developing 
traffic.     Low  charges  were  early  recognized  as  the  only  and 
necessary  weapon  in  competition,  and  it  was  with  this  weapon  that 
the  supremacy  of  the  railroad  as  a  carrier  over  that  of  other 
transportation  systems  was  firmly  established. 

In  England  the  necessity  of  making  transportation 
cheap  was  seen  both  by  the  government  and  railway  men.     In  1841 
Parliament  appointed  a  committee  to  make  inquiries  in  different 
parts  of  Europe  concerning  the  comparative  advantages  of  high  and 
low  charges  on  railroads.     The  result  of  the  inquiries  containing 
the  answers  to  upward  of  eleven  thousand  questions  put  by  the 
committee,  was  published  by  the  British  Parliament.     The  conclu- 
sion reached  almost  uniformly  in  every  case  was  that  a  low  rate 
caused  great  quantities  of  goods  to  be  carried  and  thereby 
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beoame  the  most  profitable;  that  a  great  mass  of  passengers  was 
created  by  the  low  fare  and  that  a  rise  of  fare  invariably 
diminished  the  net  income  and  a  reduction  invariably  increased  it. 

Most  of  the  railway  companies  in  England  adopted 
the  low  charge  system.     In  1841  as  many  as  sixteen  companies 
declared  themselves  in  favor  of  low  charge.     It  may  be  interesting 
to  quote  some  of  their  statements.     The  Grand  Junction  announced 
"a  further  reduction  in  the  rates  for  the  carriage  of  goods  has 
been  made  since  the  last  general  meeting;  the  result  of  which, 
has  been  an  increase  in  traffic  as  well  as  in  money  receipt  from 
this  source.     The  directors  have  been  guided  by  a  conviction  that 
the  undertaking  would  be  promoted  by  the  increase  of  traffic 
created  by  such  inducements."    The  Manchester  and  Leeds  directors 
avowed  that  "the  Company  has  adopted  this  principle  of  carrying 
a  larger  number  at  low  fares  in  preference  to  a  small  number  at 
high  fares."     In  March  the  Croydon  directors  announced  that  "they 
adhered  to  the  opinion  expressed  in  their  late  report,  that 
increased  facilities  and  reduction  of  fares  are  the  means  most 
likely  to  lead  to  a  remunerative  revenue."     In  September  they 
said  that  they  were  firmly  convinced  that  low  fares  would  so 
greatly  increase  the  number  of  passengers  as  to  add  to  the  income 
of  both  companies,  the  Greenwich  and  Croydon.     The  Chester  and 
Brikenhead  board  reported  that  the  charges  had  been  reduced,  and 
the  traffic  had  since  steadily  and  progressively  increased.  The 
Glasgow  and  Greenock  board  announced  that  their  fares  were 
unusually  low  and  that  the  result  already  affirmed  the  soundness 
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of  their  view. 

So  in  England  the  usefulness  of  low  charges  was 
recognized  very  early  and  much  was  done  even  in  those  early  days 
towards  the  securing  cf  cheap  transportation  to  all  alike.  The 
English  Government  took  an  active  part  in  showing  that  low 
charge  was  both  benefioial  to  the  railway  and  to  the  public  even 
as  a  business  proposition. 

(b)    As  seen  in  America. 

In  America,  cheap  transportation  was  left  to  work 
itself  out  chiefly  through  free  competition.     Before  1850  no 
government  action  was  taken  toward  the  securing  of  low  charges 
whether  directly  or  indirectly.     But  the  public  and  the  railway 
men  were  not  ignorant  of  the  necessity  and  the  usefulness  of  low 
charges  in  developing  traffic.     The  public,  especially  in  the 
Middle  West,  showed  a  demand  for  low  charges  and  even  started 
a  movement  for  this  purpose.     The  railways,  through  competition 
among  themselves  and  between  themselves  and  water  routes,  not 
only  saw  the  necessity  of  lowering  their  charges  but  actually  put 
them  in  force.     The  American  Railroad  Journal  advocated  for  a 
number  of  successive  years  the  benefit  of  a  low  charge  system  as 
far  back  as  1837. 

The  competition  of  the  early  American  railways  with 
water  routed  brought  out  the  necessity  of  low  charges  in  the 
most  emphatic  manner.    From  their  very  beginning,  railroads  were 

1.     Acworth:  Elements  of  Railway  Economics.     P.  65. 
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compelled  to  compete  with  water  routes  for  larger  traffic. 

Railroads  between  cities  that  were  connected  by  water  were  obliged 

to  reduce  their  charges  between  sub-points  to  a  level  that  would 

attract  at  least  a  portion  of  the  traffic  to  the  rails.  From 

1830  to  1860  there  was  a  constant  fight  for  traffic  and  for 

p 

supremacy  between  canals  and  railroads.      For  twelve  years  more 
there  was  a  contest  for  profits.     During  all  this  time  transpor- 
tation charges  were  steadily  declining.    After  consolidating  the 
smaller  roads  into  the  New  York  Central,  Mr.  Vanderbilt  made 
through  rates  low  enough  to  attract  traffic  from  the  canal.  In 
1856  the  rate  per  ton  per  mile  on  the  New  York  Central  was  nearly 
three  times  as  high  as  that  charged  on  Erie  Canal  but  in  1872  it 
was  only  one  and  one-half  higher.     Through  low  rates  a  steadily 
increasing  volume  of  traffic  was  secured.     But  the  superiority  of 
the  railroad  over  the  canal  as  a  constant,  cheap  and  speedy  means 
of  transportation  was  established  only  after  the  severe  decline 
in  rates  during  the  seventies.     In  1861  the  traffic  of  rail  and 
water  lines  was  about  equal  but  by  1876  eighty-three  per  cent  of 
all  grain  receipts  at  Atlantic  ports  came  by  rail  and  over  nine- 
tenths  of  all  the  commerce  between  East  and  West  had  left  the 
water  routes.      The  receipts  of  grain  at  New  York  rose  between 
1871  and  1880  from  52^  to  71  millinos  of  bushels  by  canal  and 
from  34  to  95j  millions  of  bushels  by  railway.     The  increase  was 
36  per  cent  for  the  canal  and  180  per  cent  for  the  railroads.4 

1.  Compare  Report  of  the  Committee  on  Canals  of  New  York  State, 

1899.  P.. 188-195. 

2.  Compare  Mapherson:  Railroad  Freight  Rates.     PP.  165,235. 
Ripley:  Railroads,  Rates  and  Regulations.     PP.  24-27. 

3.  Compare  with  the  Tableson  PP.  17,  18,  27,  28. 

4.  Jeans:  Railway  Problems.     P.  322. 
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In  1871,  33. 

68  per  cent  of  the 

whole  commerce  of  St. Louis  was 

received  by 

river  and  16.32  by 

rail,  but  in  1882  the  proportion 

received  and 

dispatched  by  railway  increased  to  87.14  per  cent, 

while  that  of  the  river  fell  to 

12.86  per  cent. 

Period 

Avero.ffe  tonnage 
carried  annually 
bv  canals 

Average  carried 
by  all  New  York 
railroads 

1837-1841 

1,355, 545 

1842-1846 

1  762  636 

1847-1851 

3  044  024 

_  —  — 

1852-1856 

4  083  171 

1857-1861 

3  989  757 

2,191,197  64 

1862-1866 

5.102  859 

4,944,314  51 

1867-1871 

6,124,457 

9,401,451  50 

1872-76 

5,574,945 

14,259,021  28 

1877-1881 

5,425,300 

20,802,812  21 

1882-1886 

5,241,346 

32,867,135  15.8 

1887-91 

5,136,339 

47,497,068  9.9 

1893-1896 

3,942,345 

56,151,118  6.6 

1897-1901 

3,485,974 

1902-1906 

3,359,269 

Fourth  Report  of  Royal  Commission  on  Canals  and 
Waterways,  1910     (385  qg  79)     P. 206. 
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Total  number  of  tons  (of  2,000  poundfl )  transported 
upon  the  New  York  State  Canals,  the  New  York  Central  and  Hudson 
River  Railroad,  the  New  York,  Lake  Erie  and  Western  Railroad, 
and  the  Pennsylvania  Railroad,  each  year  from  1868-1882.^ 


Year 

N.Y.  State 

New  York 

New  York 

Canals 

Central 

Lafce  Erie 

Penn. 

tons 

tons 

tons 

1868 

6,442,225 

1,846,599 

3,908,243 

4,722,015 

1869 

5,859,080 

2,281,885 

4,312,209 

5,402,991 

1870 

6,173,769 

4,122,000 

4,852,505 

5,804,051 

1871 

6,467,888 

4,532,056 

4,844,208 

7,100,294 

1872 

6,673,370 

4,393,965 

5,564,274 

8,459,535 

1873 

6,364,782 

5,522,724 

6,312,702 

9,211,231 

1874 

5,804,588 

6,114,678 

6,364,276 

8,626,946 

1875 

4,859,858 

6,001,954 

6, 239,946 

9,115,368 

lorD 

%  tJL(  (Z  t  ICS 

b, oUo , boU 

o, y / a }  olo 

y ,  cico,  yii 

1877 

4,955,963 

6,351,356 

6,182,451 

9,738,295 

1878 

5,171,320 

7,695,413 

6,150,568 

10,946,752 

1879 

5,362,372 

9,015,753 

8,212,641 

13,684,041 

1880 

6,457,656 

10,533,038 

8,715,892 

15,364,788 

1881 

5,179,192 

11,591,379 

11,086,823 

18,229,365 

1882 

5,467,423 

11,330,393 

11,895,236 

20,360,399 

1883 

5,664,056 

10,892,440 

13,610,623 

21,674,160 

1.    United  States  Internal  Commerce.    P. 5. 
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2.     Low  Charges  as  a  means  of  securing  large  traffic. 

In  the  early  days,  the  railways  both  through  the 
pressure  of  their  own  needs  and  the  influence  of  popular  demands, 
were  brought  gradually  to  see  that  to  secure  adequate  development, 
charges  must  be  lowered.     The  revenue  derived  from  passenger  and 
the  small  amount  of  high  class  freight  traffic  was  soon  found  out 
to  be  insufficient.     The  railway  is  a  costly  machine.  Its 
products  can  become  cheap  only,  if  it  be  fully  employed;  if  the 
machine  be  idle,  or  its  plant  work  be  incompletely  used,  a  loss 
of  interest  on  the  outlay  must  be  the  result.     In  order  to  give 
this  machine  enough  work,  enough  traffic  must  be  secured.  And 
enough  traffic  can  be  secured  only  with  lower  charges  and  im- 
proved service. 

Both  in  England  and  America,  for  instance,  we 
find  an  inclination  on  the  part  of  some  of  the  early  railroads  to 
despise  coal  as  an  item  of  traffic.     For  the  same  reason,  grain 
traffic,  in  fact  canal  traffic  in  general,  was  not  sought  in 
severe  competition  until  1853,  twenty-three  years  after  the  first 
railroad  was  opened  in  America. 

The  following  illustration  from  Belgium  railway 
experiences  is  typical  enough  to  represent  early  railway  condi- 
tions in  almost  every  country: 

In  1844  the  Belgian  lines  handled  40,000  tons  of 
freight  while  the  cenals  were  carrying  400,000  tons.l  Although 
the  railways  were  charging  five  cents  per  ton  per  mile,  yet  they 

1.     Illustration  used  in  advocating  low  charges.     See  American 
Railroad  Journal. 
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were  working  at  a  lose,  while  the  canals,  though  they  charged 
only  half  of  what  the  railways  charged  -  two  and  a  half  cents  per 
ton  per  mile  -  were  reaping  large  net  profits.     Had  the  railways 
carried  but  cne  half  of  the  tonnage  cf  the  canal  company  at  the 
canal  charge,  instead  of  an  annual  loss  of  $300,000,  there  would 
have  been  an  annual  gain  of  $363,500.     It  was  further  shown  that 
while  with  an  average  traffic  of  100,000  tons  per  mile  per  annum, 
the  charge  required  to  produce  10  per  cent  cn  the  capital  after 
paying  the  working  expenses,  should  be  9  cents  per  ton  per  mile, 
with  an  annual  traffic  of  500,000  tons  per  mile  a  charge  of  3.5 
cents  per  ton  on  the  average  of  all  goods  would  produce  an  equal 
return  after  paying  all  the  expenses.     In  the  Railway  Engineer 
Review,  it  has  been  estimated  that  the  cost  per  ton  per  mile  can 
be  reduced  to  one  mill,  if  sufficient  tonnage  could  be  secured 
for  3,000  ton  freight  train  loads.     If  the  actual  cost  of 
haulage  is  one  mill,  the  charges  need  not  be  much  higher  to  make 
a  fair  return  of  net  profits.     This  principle  of  securing  large 
traffic  with  low  charges  was  gradually  impressed  upon  the  early 
railways  and  they  soon  put  it  in  practice. 

Another  important  factor  in  the  low  charge  system 

in  the  economical  working  of  railways  is  the  balancing  of  the 
traffic  in  both  directions.     Tor'eturn  a  car  empty  is  a  great 
waste  of  power  and  loss  of  revenue.     Some  traffic  must  be  secured. 
If  sufficient  high  class  traffic  can  not  be  secured,  low  class 
traffic  will  serve  the  purpose.     Empty  car  haulage  was  a  problem 
until  it  was  found  cut  that  in  endeavoring  to  obtain  traffic  to 
fill  such  cars,  any  rate  would  be  a  paying  rate,  provided  it  would 
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give  any  surplus  over  and  above  the  difference  in  coat  between 
hauling  then,  empty  and  hauling  them  full.     The  railroads  soon 
saw  that  it  was  foolish  for  them  to  refuse  to  take  traffic  at  low 
rates,  for  without  the  traffic,  the  railroads  had  to  pay  anyhow 
the  haulage  expenses  to  bring  cars  to  the  points  where  there  was 
traffic . 

In  such  cases  and  under  certain  conditions,  charges 
which  seem  unprofitable  in  themselves,  may  be  remunerative,  when 
the  transportation  traffic  of  a  company  is  figured  together  as  a 
whole . 

The  expert  railway  man  will  try  to  cut  off  as  much 
empty  mileage  as  possible  and  at  the  same  time  try  to  secure  as 
much  in  dollars  and  cents  from  each  haulage  as  the  condition  of 
traffic  will  permit.     So  the  conversion  of  empty  haulage  into 
paying  freight  sometimes  gives  the  railway  an  economic  justifica- 
tion of  the  use  cf  low  charges,  since  thereby  sufficient  traffic 
is  obtained  to  secure  effective  utilization  of  the  plant.  Low 
charges,  therefore,  enable  the  railway  to  make  large  net  profits, 
although  they  are  very  small  in  each  unit. 

The  old  illustration  used  by  Hadley^  brings  out 
this  point  very  clearly.     Suppose  the  cost  cf  loading  a  car  with 
wheat  at  St. Louie  and  hauling  it  to  Philadelphia  was  $40  and  the 
cost  of  getting  the  empty  car  back  was  $15.     To  give  any  profit, 
the  charge  fior  transportation  must  be  over  $55  -  say  $60.  The 
company  sees  that  by  offering  a  $30  rate,  it  can  fill  its  car 
with  anthracite  coal  and  it  dees  so.    What  is  the  result?     In  the 

1.     Hadley:  Railroad  Transportation.     P.  107. 
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former  instance  the  expenses  were  $40+$15-$55;  the  receipts  $60; 
profit  $5;  in  the  latter  the  expenses  were  $40+ $40= $80;  the 
receipts,  $604$30l$90;  the  profit  $10.     Yet  the  average  charge 
which  secures  this  profit  of  $10  is  now  ($60+ $30)r2=$45 .  An 
increase  of  100  per  cent  in  the  profits  cf  the  round  trip  has 
been  accompanied  by  a  raise  of  25  per  cent  in  the  average  rates 
charged.     If  the  railroad  aimed  at  large  net  profits  and  refused 
to  lower  its  charges  to  secure  the  additional  traffic,  what  it 
loses  is  not  simply  the  additional  small  net  profits  from  the 
additional  traffic  at  reduced  charges  but  also  other  necessary 
expenses  and  fixed  charges  that  are  net  variable  with  the  amount 
of  traffic . 


CHAPTER  IV. 


Reduction  of  Transportation  Charges. 

(a)  Reduction  due  to  competition. 

Considering  transportation  charges  as  a  whole  in 

different  periods  and  in  different  countries,  reductions  in 

charges  may  be  regarded  either  as  results  of  extensive  competition 

or  government  interference. ^    The  competition  may  be  between  water 

routes  and  railroads  or  among  railroads  themselves.    Charges  are 

usually  lowered  with  the  aim  either  of  developing  or  of  securing 

large  traffic.    Competition  has  been  a  silent  but  powerful  force 

in  bringing  lower  charges,  though  the  effect  of  its  work  can  not 

always  be  shown  with  mathematical  precision. 

The  second  form  of  reduction  in  charges,  as  we  have 
said,  is  due  to  government  regulation.     This  does  not  mean  that 
there  was  no  competition  in  effect  when  government  interfered. 
Usually  it  has  been  excessive  competition  that  has  called  in  the 
interference  of  the  government.     Government  regulation  has  as  its 
object  not  so  much  effecting  a  direct  reduction  of  charges  as  in 
keeping  charges  within  certain  limits  and  in  securing  just  a 
reasonable  charge  to  all  alike.     Its  effect  in  keeping  the  average 
charges  low  is  certainly  very  great. 

The  reduction  of  charges  in  any  country  may  be  due  to 
many  causes,  besides  what  were  given  above;  such  as,  efficient 
management,  the  growth  of  the  country,  or  the  increased  use  of 
the  railroads  by  the  public.    As  some  causes  simply  enable  the 

1.    Reductions  of  charges  are  also  made  purely  with  the  desire  of 
expansion  in  traffic.     This  may  be  called  the  third  form  of 
reduction  which  will  be  discussed  along  with  the  effects  of 
reductions  in  the  next  chapter,  Part  3. 
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railway  to  make  reductions  in  charges  and  some  actually  compel 
the  reduction  of  charges,  so  they  will  not  be  treated  with  e^ual 
emphasis.     Attention  will  be  given  to  the  immediate  causes  rather 
than  to  the  remote  or  indirect  causes  for  the  reduction  in  charges. 

So,  leaving  other  causes  aside,  we  may  say  that 
reduction  of  charges  in  America  before  1570  was  due  chiefly  to 
competition  while  after  1870  it  was  due  both  to  competition  and  to 
government  regulation.     The  railroads  competing  severely  among 
themselves  and  with  water  routes  produced  the  rate  war  in  the 
seventies  and  thus  led  the  way  to  the  remarkable  reduction  of  rates 
in  later  years.     Reductions  in  charges  through  competition  are 
more  or  less  common  in  all  countries  but   no  where  have  they  been 
as  prominent  as  in  the  United  States  since  1875. Both  in  Europe  and 
America,  whether  their  railways  are  privately  owned  cr  publicly, 
government  regulations  from  the  very  beginning  of  railway  history, 
have  been  playing  a  very  important  part  in  keeping  down  charges. 

In  discussing  the  two  forms  of  reductions,  only  the 
most  illustrative  examples  will  be  given.     By  thus  showing  the 
various  reductions  in  charges  that  have  actually  taken  place  in 
the  different  countries,  a  general  idea  as  to  their  extent  and 
their  practical  use  in  developing  passenger  and  freight  transpor- 
tation may  be  formed  with  some  clearness. 

As  to  the  first  form  of  reduction  in  charges  -  reduc- 
tion through  competition  -  the  reduction  may  be  either  in  the 
form  of  lowering  charges  or  in  granting  privileges  which  in  turn 
may  include  better  service  or  extended  rights.     These  can  be 
better  seen  from  the  different  tickets  issued  in  passenger 
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traffic.-*-     In  almost  every  country,  besides  ordinary  passenger 
tickets,  many  other  kinds,  such  as  tourist  tickets,  excursion 
tickets,  season  tickets,  contract  tickets,  party  tickets,  circular 
tickets,  return  tickets  end  the  like  are  used  to  encourage  travel. 
Each  one  of  them  involves  a  reduction  of  some  sort.     Take,  for 
instance,  the  tourist  tickets;  ordinarily  they  are  regarded  as 
cheap  tickets.     They  have  been  used  as  a  means  to  induce  poeple 
to  travel  by  extending  the  period  of  availability  and  by  granting 
the  right  to  break  the  journey  at  a  large  number  of  stations.  The 
rates  charged  for  such  tickets  is  usually  a  little  below  these  of 
the  ordinary  tickets.     The  passenger  holding  the  ticket  thus 
secures  a  larger  amount  of  privilege  and  the  ticket  is  cheap  from 
his  point  of  view.     Both  in  Europe  and  America  these  various 
tickets  are  widely  used.     The  immigration  traffic  in  America  may 
be  regarded  as  another  form  of  making  reduction  charges.  The 
following  table  shows  the  growth  of  third  class  and  season 
tickets  in  England: 

Number  of  Passengers. 


First  Class  2,578,853        1,959,587  -24. 0$ 

Second  Class  4,383,753        5,086,900  +16. Of 

Third  Class  40,608,296      79,882,703  +96.7$ 

Season  Tickets  32,099  101,171  +215.3$ 

In  freight  traffic  there  are  special  rates  which  we 

find  are  also  widely  used  both  in  Europe  and  America.     In  almost 

every  country  there  are  two  groups  cf  rates  -  normal  rates  and 

1.     Compare  Modern  Railway  Working,  Vol.7,  Ch.  2-4,     PP.  182-208. 
Ross:  British  Railways ,  PP.  141-149. 
Raper:  Railway  Transportation,  PP.  29-44. 
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special  rates.     In  general,  normal  rates  are  higher  than  special 

rates  of  the  sime  class.     Special  rates  are  rates  lowered  to 

meet  the  special  requirements.     These  special  rates  are  also 

called  commodity  r^tes  and  they  are  very  numerous;  the  New  York 

Central  alone  in  1899  had  no  less  than  1370  special  rates.  It 

has  been  estimated  that  in  America  over  three-fourths  of  the 

total  tonnage  and  in  England  over  one-half  are  moved  under  these 

1  2 

special  or  commodity  rates.     In  France    rates  are  classified  into 
general  and  special.     Special  rates  are  those  reduced  under 
conditions.     The  Nord  and  Est  Companies  have  special  rates  even 
for  whole  cars  filled  with  any  kind  of  goods  -  not  rarely  some 
of  the  first  class  goods  -  at  rates  equal  to  those  of  the  fourth 
class.     Export  rates  are  on  a  much  lower  scale. 

In  Germany    rates  may  be  classified  into  normal  and 
special.     The  special  are  very  low  rates.    More  than  64  per  cent 
of  the  total  goods-carrying  capacity  is  charged  at  these  rates 
and  yields  a  return  only  equal  to  40$  of  the  total  income  ftom 


freight  traffic.      This  can  be  seen  from  the  following  table: 


Year 

Total  tons 

Percentage 
conveyed  at 
normal  rates 

Percentage 
conveyed  at 
exceptional  rates 

1882 

105,036,517 

40.9 

59.1 

1885 

86,406,992 

38.7 

61.3 

1890 

118,907,870 

53.2 

46.8 

1895 

146,653,849 

54.33 

45.67 

1900 

205,682,212 

35.73 

64.27 

1906 

283,288,622 

35.68 

64.32 

1.  Ripley:  Railroads,  Rates  and  Regulation.     P. 108. 

2.  Compare  Modern  Railway  Working.     PP.  191-193. 
Raper:  Railway  Transportation.     PP.  83-94. 

3.  Compare  Modern  Railway  Working.     PP.  204-209. 
Raper:  Railway  Transportation.     PP.  150-165. 

4.  Modern  Railway  Working.     Vol.  8,  P. 208. 

5.  Railway  Freight  Rates,  Inland  Waterways,  and  Canals  of 
Germany.     Report  of  Waterways  Commission.     1911.  P.  17. 
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Not  only  is  there  a  third  class  in  Germany,  but  the  fourth  class 

passenger  traffic  is  very  well  developed.     No  tax  is  collected 

from  the  fourth  class  tickets.     In  the  last  few  years,  the  tax 

which  is  about  four  times  as  heavy  on  the  first  class  as  that  on 

the  third,  killed  one-third  of  the  first  class  traffic. 

In  Switzerland1  the  fares  cn  the  state  lines  are  already 

very  cheap,  the  single  tickets  being  10.4  cents,  7.3  cents,  5.2 

cents  and  the  return  tickets  15.4  cents,  10.0  cents,  6.5  cents  per 

kilometer,  which  is  equal  to  1.6  cents  per  mile  single  in  the 

third  class  and  3.5  cents  per  mile  return.     Besides  the  cheap 

fare  and  a  large  series  of  fixed  tour  tickets  issued  at  cheap 

fares,  there  is  a  kind  of  workmen's  season  ticket  called  ganeral 

abonnement  ,  which  can  be  had  for  fifteen  days  at  a  cost  of 

ten,  thirteen  cr  nineteen  dollars,  according  to  classes  and 

which  allow  unrestricted  travel  during  the  period. 

p 

In  Belgium    ordinary  season  tickets  are  available  for 
three,  six,  nine  and  twelve  months,  besides  workmen's  weekly  tick- 
ets, school  season  tickets  for  three  and  six  months  and  other 
tickets  for  five  and  fifteen  days. 


1.  Compare  Modern  Railway  Working,  Vol.  S.     PP.  174. 

2.  Compare  Modern  Railway  Working,  Vol.  8,  PP.  159-161. 
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(b)  Reduction  due  to  governmental  interference. 

The  second  form  of  reduction  in  charges  is  due  to  govern- 
ment interference.     Whether  it  brings  forth  a  direct  reduction  of 
charges  or  creates  only  an  indirect  influence  in  keeping  charges 
low  by  prohibiting  extortionate  charges  will  be  ignored  but  its 
effect  in  lowering  average  charges  must  not  be  passed  without 
some  emphasis.     The  early  policy  both  in  Europe  and  America  was  to 
keep  transportation  charges  within  .rescribed  maximum  charges 
when  granting  charters,  leaving  freedom  to  the  railroad  to  lower 
or  to  raise  charges  within  them.     As  those  maximum  charges  were 
generally  fixed  too  high  and  there  was  no  necessity  for  the 
actual  charges  to  be  any  higher,  more  direct  means  were  sought 
in  later  years  to  secure  cheap  transportation  charges  to  all 
alike.     Naturally  we  see  government  interference  most  active  in 
these  countries  whose  railroads  are  under  private  management, 
while  those  which  have  direct  and  complete  control  of  charges 
like  France  and  Germany  do  not  show  the  same  activity  in  passing 
legislative  acts  to  regulate  charges.     France,  however,  sent  spe- 
cial commissioners  even  as  far  back  as  1850  to  England  and  Belgium 
to  study  rate  problems. 

The  passage  of  legislative  acts  regulating  transportation 
charges  was  chiefly  practiced  by  England  and  America.  England 
took  the  lead.    The  most  important  Acts  of  Parliament  regulating 
the  rates  and  charges  on  British  railways  were  passed  in  the 
years  1844,  1854,  1875,  1888  and  1891-1892.     The  author  of  the 
Act  of  1844  was  Gladstone.     This  Act  required  from  railways  the 
supply  of  at  least  one  daily  train  with  a  third  class  service  at 
not  more  than  two  cents  a  mile  over  the  whole  line  of  the 
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company.       It  was  the  most  important  legislation  in  the  early 
history  of  securing  cheap  transportation.     Both  the  railway  and  the 
public  were  enlightened  as  to  the  importance  of  cheap  transporta- 
tion.    Probably  it  is  not  too  much  to  say  that  the  early  movement 

2 

of  cheap  transportation  was  thus  started .  In  America  the  press 

3 

as  well  as  the  public    quoted  the  evidences  in  support  of  their 

own  movement.     Before  the  passage  of  the  Act,  third  class  traffic 

was  not  developed  and  was  thought  not  worth  while  to  develop. 

After  the  Act  was  passed,  the  railways,  one  after  another,  took 

it  up  only  reluctantly  and  indifferently  but  since  then  it  has 

developed  to  such  an  extent  as  was  thought  impossible  at  the  time 

of  its  passage . 

In  America  the  Granger  movement  aimed  chiefly  at  securing 

low  transportation  charges  for  agricultural  products.     In  the 

early  seventies  most  of  the  states  created  railroad  commissions 

or  passed  legislative  acts.     Through  these  competition  was  found 

not  to  be  a  safeguard  against  exorbitant  charges  and  ruinous 

discriminations.    Following  the  Grange1" movement  was  the  wonderful 

lowering  of  charges,  especially  of  freight  rates.     Owing  to  the 

lack  of  general  statistics  it  is  hard  to  compare  the  average 

4 

changes,  but  the  reduction  was  considerable.    Mr.  Hadley  when 
comparing  the  average  freight  charges  of  1885  with  those  of  1870 
put  it  to  be  50  per  cent  nominal  or  35  per  cent  actual,  making 
allowance  for  the  gold  premium  in  1S70.     The  average  rates 

1.  This  fare  was  later  known  as  "Parliamentary  Fare." 
Modern  Railway  Working.  Vol.7,  P. 202. 

2.  See  American  Railway  Journal.  1840-1850. 

3.  See  Reduction  in  cost  of  Railroad  Transportation. 

4.  Hadley:  Railroad  Transportation.    P.  104. 
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in  1870  per  ton  per  mile  on  the  roads  of  New  York  State  were 
1.7  cents     in  1S85  they  were  about  0.8  cents;  in  Ohio  1870,  1.7 
cents,  in  1885,  0.8  cents.     The  average  revenue1   per  ton  per  mile 
received  by  the  roads  has  decreased  from  1.S4  cents  in  1882  to 
.90  in  1890  and  .73  in  1900;  since  then  it  has  risen  to  .75  in 
1910,  and  .744  in  1912.     The  average  revenue  per  passenger  per 
mile  was  1.94  cents  in  1910;  as  against  2.42  cents  in  1883. 

2 

Mr.  Newcomb  summarizes  the  reduction  of  charges  as  follows: 

The  average  rate  per  passenger  per  mile  collected  by  the 
railways  during  the  year  1871  was  2.632  cents.     The  average 
during  1881  was  2.446  cents;  during  1891,  2.142  cents,  and  during 
1S96,  2.019  cents.     The  average  rate  per  ton  of  freight  per  mile 
carried  measured  in  gold  was  1.925  cents  during  1876,  1.286  cents 
during  1877,  0.984  cents    during  1887    and  0.806  cents  during 
1896  and  0.744  during  1912.    The  decline  in  freight  rate  was 
58  percent.     The  average  rate  before  1867  was  2.678,  reduced  on  a 
gold  basis . 

During  1867  the  average  rate    in  gold  on  dry  goods,  cotton 
piece  goods,  boots  and  shoes,  tea  and  drugs,  from  New  York  to 
Chicago  was  $1.37  per  100  pounds.    During  1897  the  average  rate 
on  cotton  peice  goods  was  50  cents,  and  on  each  of  the  other 
articles  75  cents  per  100  pounds.     The  average  rate  on  sugar  in 
carloads  between  the  same  places  and  during  the  same  period 
declined  from  60  to  24  and  that  on  common  soap  from  93  to  25  cents 
per  100  pounds.    During  1856  it  cost  38.61  cents  per  bushel  to 

1.  Compare  Final  Report  Industrial  Commission,  1902.     PP. 272-281. 

2.  Railway  Economics.     PP.  27-37. 
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ship  wheat  from  Chicago  to  New  York;  during  1868,  27.09  cents; 
during  1878,  17.56  cents;  during  1888,  14.50  cents,  and  during 
1896,  12.50  cents . 

Mr.  Poor1  in  1892  wrote  that  the  New  York,  Lake  Erie 
and  Western  Railroad  in  1855  moved  842,055  tons  of  freight  at  a 
charge  of  2.424  cents  per  ton  per  mile;   in  1881  it  moved 
11,086,823  tons  at  a  charge  of  .805  cents  per  ton  per  mile.  The 
Pennsylvania  Railroad  moved  in  1855,  365,006  tons  of  freight  at 
a  charge  of  2.746  cents     in  1881  it  moved  18,229,365  tons  at  a 
charge  of  .799  cents  per  ton  per  mile. 

The  reduction  in  freight  rates  is  best  brought  out  by- 
comparing  the  average  rates  on  wheat  by  lake,  canal,  and  rail 
from  Chicago  to  New  York,  which  is  shown  in  the  following  table: 

Mean  rates  of  wheat,  per  bushel  Chicago  to 
New  York.     1857  -  1910. 


Year 

By 

lake  and  canal 

By  all  rail 

cents 

cents 

1857-59 

20.46 

1860-63 

35.84 

1864-67 

28.24 

1868-71 

21.42 

35.5 

1872-75 

17.30 

29.7 

1876-80 

11.17 

17.96 

1881-85 

7.69 

14.29 

1886-90 

7.89 

14.91 

1891-95 

6.21 

13.70 

1896-1900 

5.23 

11.61 

1901-05 

5.21 

10.56 

1906-10 

5.76 

10.09 

Manual  of 

Roads . 

Introduction. 

PP.  1-9. 

2.    Based  on  United  States  Internal  Commerce,  1886,  P. 3  and 
Report  of  Agricultural  Department,  1906-1910. 
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The  following  tables  show  the  amount 

of  reduction 

in  America  cn: 

Live  Stock  and  Dressed  Meats,  Chicago  to  New  York, 

by 

rail:  mean  rates, 

per  100  pounds, 

1881-1910. 

Year 

C&ttle 

Hogs 

Sheep 

Horses 
and 
Mules 

Dressed 
Beef 

Dressed 
Fef rig- 
e rater 
cars 

 ■ 

Hogs 
Com- 
mon 
cars 

1881-85 

34.6 

29.2 

50.2 

60.0 

56.4 

1886-90 

27.2 

29.2 

34.6 

60.0 

51.0 

48.8 

46.0 

1891-95 

27.8 

27.6 

30.0 

60. 0 

45.0 

45.0 

45.0 

1696-00 

27.4 

29.0 

29.0 

60.0 

44.0 

44.0 

44.0 

1901-05 

28.0 

30.0 

30.0 

60.0 

43.8 

43.8 

43.8 

1906-10 

28.0 

30.0 

30.0 

SO.O 

45.0 

45.0 

45.0 

Mean  average  receipts  by 

railroads 

of  ten  groups 

in  the  United  States 

for  freight  traffic, 

per 

p 

short  ton  per  mile,  1890-1910. 

1891-95 

.874  cents 

1896-1900 

.762  cents 

1901-1905 

.763  cents 

1906-1909 

.756  cents 

1.  Report  of  Agricultural  Department.  1906-1910. 

2.  Ibid. 
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Statement  showing  the  growth  of  traffic  on  the 
New  York  Central  and  Hudson  River  Rail- 
road between  1854-and  1913. 1 


i  ear 

uross  rreignu 

i  ons  moveo. 

Per  ton  per  mile 

Earning 

vl  aoi.—  iuuu; 

one  mile . 
^ i= iuuu ; 

Gross  earn- 
ing, (oents) 

Expenses 
(cents ) 

Net 

edrnin? 
(cents) 

T  UK  A 
1  OD*k 

O    QA  A 

yy , oiu 

2.95 

1.30 

1     C  A 
1  .  04 

1  RAH 

A  QAX 

o-iq    A  T  Q 

coy , 4±y 

2.06 

1.34 

u .  oft 

1  PAR 
X  ODD 

11 ,  uuu 

OlO,  <  OCj 

3.45 

2 . 53 

n  qi 
\j .  y  l 

1  R7H 

1  A  T07 

r by , uoy 

1.85 

1.16 

U  .  r  X 

1  R7R 

1  7  OQQ 

1     AC\A  flAQ 

1 . 4U4 , UUo 

1.27 

0.90 

n  **7 

X  SOU 

ao , iyy 

<o,  oco,  ioy 

0.87 

6.54 

U  .  OO 

ISOD 

14, fUo 

0.68 

0.54 

n  ~\  a 

1390 

22.499 

3  158  756 

0.76 

0.54 

0.  22 

1895 

24,268 

3,329,206 

0.73 

0.55 

0.18 

1900 

34,273 

6,117,572 

0.56 

1905 

52,312 

8,421,437 

0.613 

1910 

58,411 

9,726,710 

0.63 

1913 

69,138 

11,260,075 

0.614 

1.    Compiled  from  the  Annual  Reports  cf  the  New  York  and 
Hudson  River  Railroad. 
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The  following  table  shows  the  decline  of 

charges  in  Prussia.1 

Year       Rate  Per  Ton  Per  Mile         Fare  Per  Passenger  Mile 

(cents)  (cents) 

1844  5.82  1.78 

1850  3.69  1.79 
1860  2.84  1.65 
1869  2.00  1.41 
1879  1.68  1.34 
1895                  1.44  1.10 

France, 

Year       Rate  Per  Ton  Per  Mile         Fare  Per  Passenger  Miles. 

(cents)  (cents) 

1831  4.98  2.41 

1841  3.73  2.18 

1851  3.02  2.15 

1855  2.38  1.84 

1867  1.90  1.64 

1877  1.85  1.61 

1894  1.62  1.22 

(c)    Reduction  due  to  the  desire  of  expansion  in  traffic. 

(Discussed  along  with  effects  of  Reduction.    Chapter  V,Part  3) 


1.  Annals  of  American  Academy  of  Political  and  Social 
Science,  1898.     P. 25. 

2.  Ibid. 


CHAPTER  V. 


Effects  of  Reduction. 

1.    As  seen  in  Europe  and  America. 

Nothing  is  more  plain  than  that  the  lowering  of 
transportation  charges  stimulates  traffic.     Past  experience  shows 
that  traffic,  whether  passenger  or  freight,  will  respond  to 
reduction  in  charges  if  the  reduction  is  only  made  to  an  apprecia- 
ble extent.     The  most  instructive  examples  are  furnished  by  the 
governments  of  England,  Belgium  and  Austria  Hungary.1 

The  result  of  the  Act  of  1844  was  very  wonderful, 
cuh  rapid  expansion  of  the  traffic  has  never  been  seen;  the 
number  of  passengers  taking  advantage  cf  the  new  law  was  amazing. 
From  1846  to  1850  there  was  an  increase  cf  330  per  cent  in 
parliamentary  traffic  in  England  and  Wales,  while  during  the  same 
period  the  increase  in  the  first  class  traffic  was  only  16.33 
per  cent  end  46.95  per  cent  in  the  second  and  a  decrease  of  2.25 
per  cent  in  the  regular  third  class.     By  the  year  1850,  49.6  per 
cent,  47.077  in  Scotland  and  54.2  per  cent  in  Ireland,  of  all 

1.     For  England  and  Belgium  based  on  Parliamentary  Reports  and 
American  Railroad  Journal.     For  Austria  and  Hungary  based  on 
Annals  of  American  Academy  of  Political  and  Social  Science. 
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passengers  were  carried  either  in  the  third  class  or  in  parlia- 
mentary trains.     Since  the  passage  cf  the  Cheap  Trains  Act, 
the  third  class  traffic  has  grown  year  after  ye^r,  until  1908  it 
included  practically  95  per  cent  of  the  pasrengers  and  75  per 
cent  of  the  passenger  revenue.     The  following  table  shows  its 
growth. 


Year 

Class  I 

Class  II 

Class  III 

1845 

16. 00$ 

43. 00^ 

41.00$ 

1860 

12.3lf 

31 . 53$ 

56.16$ 

1879 

7 .  00$ 

11.10$ 

81.90$ 

1890 

3 . 70$ 

7.70$ 

88.60$ 

1900 

3.  OOf 

6.  OOf 

91 . 00$ 

1905 

3 . 04$ 

4.38$ 

92.58$ 

Today  the  third  class  is  preeminent,  as  shown  by  the  following 
percentages . ^ 


Year 

1845 

1875 

1905 

1911 

First  Class 

40.51$ 

8.6$ 

3.0$- 

2.2$ 

Second  Class 

42 . 34$ 

13 .  9$ 

4.4$ 

2.0$ 

Third  Class 

17.15$ 

77.5$ 

92 .  6$ 

95.8$ 

The  decline 

of  travel 

in  the  first 

and  second 

class  has  gone  on  to  such  an  extent  that  the  railways  in  England 
have  been  trying  tc  abolish  the  second  class.     In  this  connection 

1.     Modern  Railway  Working.     Vol.7.     P. 185. 
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the  experience  of  the  Great  Western  Railway^-  is  full  of  interest. 
Desirous  of  preserving  three  classes ,  the  company  in  the  year 
1897  reduced  the  second  class  single  fares  from  3  cents  to  2£ 
cents  per  mile,  or  only  25  per  cent  atove  the  third  class,  while 
for  return  tickets  the  charge  was  a  single  fare  plus  three  quart- 
ers.    But  the  public  refused  to  pay  even  this  small  amount  for 
superior  accommodation  and  the  traffic  did  not  increase.  The 
abolition  of  the  intermediate  class  was  commenced  in  the  year 
1904  and  completed  in  1910. 

In  Belgium**  the  fare  wae  at  the  very  outset,  placed 
extremely  low.     Its  effect  on  passenger  traffic  was  very  favorable. 
Instead  of  an  increase  of  four  to  one  as  had  been  the  case  on 
many  foreign  lines,  the  increase  of  passengers,  between  Brussels 
and  Antwerp,  was  fifteen  to  one. But  on  the  early  part  of  the 
year  1839,  the  fare  was  raised  40  per  cent  on  the  sections  where 
traffic  was  stagnant.     The  immediate  effect  cf  the  rise  of  fares 
v/as  to  diminish  the  number  of  passengers  to  such  a  degree  that 
the  revenue  was  less  than  at  original  fares.     Without  waiting  an$ 
longer,  in  July  1839,  another  experiment  of  running  two  classes 
of  trains  -  a  quick  train  (the  fare  on  which  was  reduced  to  the 
original)  -  wae  tried.     This  modification  instantly  lifted  up  the 
receipts  to  an  amount  above  that  at  which  they  stood,  before 
raising  the  fares. 

In  1856  Belgian  railways  changed  their  policy  in 
meeting  the  emergency  of  decreased  traffic  by  accepting  all 

1.  Modern  Railway  Working.     Vol.7.  F.185 

2.  De grand:  Address  on  Advantages  of  Low  Fares.     P. 2. 
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traffic  offered  at  greatly  reduced  special  rates.     This  policy 
succeeded  ec  well  that  in  1861  the  prinicple  was  extended  to 
minerals  and  raw  materials  with  a  further  reduction  according 
to  distance.     This  resulted  in  the  following  year  in  an  inorease 
of  72$  in  the  tonnage  of  this  class  cf  goods.     In  1863  the 
principle  was  extended  tc  goods  of  thenext  cl- ss  with  similar 
results.     The  whole  as  summed  up  by  the  Minister  cf  Public  Works 
was  as  follows:     "In  eight  years,  between  1856  and  1864,  the 
charges  on  goods  have  been  lowered  on  an  average,  by  28  per  cent; 
the  public  have  sent  2,706,  000  tons  more  goods,  while  they  have 
actually  saved  more  than  $.-4,000,000  on  the  cost  cf  carriage,  and 
the  public  has  earned  an  increased  net  profit  cf  $1,150,000." 
A  further  reduction,  made  subsequently  to  this  statement,  in 
1864,  exceeded  even  those  results;  tonnage  rose  from  4,479,000 
tons  in  1863  to  6,533,000  tons  in  1864. 

In  1865  the  Belgian  government , encouraged  by 
these  results,  turned  its  attention  to  fares,  now  applying  to 
them  the  principles  before  applied  to  freight.     A  general  scale 
was  adopted,  in  which  the  charge  per  mile  was  diminished  in 
proportion  to  the  length  of  the  journey  over  22  miles.     For  dis- 
tance less  than  32  miles  the  old  rates  were  retained,  varying 
between  1.2  and  2.5  cents  per  mile  according  to  the  class  cf 
carriage.     Above  the  22  miles  the  rate  rapidly  decreased  until 
the  fares  for  distance  over  155  miles  were  as  low  as  one  cent  per 
mile  for  second  class  tickets.     The  effect  of  this  change  was 
very  striking.     The  traffic  within  distances  of  22  mi^es,  on  which 
no  reduction  was  made , scarcely  increased  at  all.     Between  22  and 
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46  miles,  cn  which  distances  th<    reduction  was  small,   it  increased 
20  per  cent,  while  on  distances  over  46  miles,  cn  which  a  hecvy 
reduction  was  made     the  traffic  nearly  doubled. 

In  Austria  and  Hungary^  the  zone  tariff  system 
is  very  instructive.     It  is  a  form  of  reduction  with  striking 
increase  in  traffic.     In  Hungary  the  zone-tariff  wae  put  into 
operation  on  the  first  of  August,  1889,  with  the  aim  of  develop- 
ing travel.     Tickets  were  sold  by  zones,  being  good  for  all  sta- 
tions within  the  zone.     A  normal  fare  of  20,  16  and  10  cents  per 
zone,  according  tc  the  class  one  took  -  wae  adopted.     The  fare  for 
any  zone  was  found  by  simply  multiplying  the  number  of  the  zone 
into  this  number.     The  fares  cf  the  fourteenth  zone  which  included 
all  stations  between  140  miles  and  457  miles  from  the  capital  were 
$3.30,  $2.32  and  $1.60  for  the  three  classes  respectively.  Taking 
the  greatest  distance  which  could  be  traveled  for  this  sum  -  457 
miles  -  the  rate  cf  the  fares  was  only. 70,. 51  and. 35  cents  for  the 
three  classes  respectively.    The  reduction,  as  compared  with  the 
eld  rates,  in  the  seventh  zone  was  50  per  cent  and  in  the  four- 
teenth zone  from  50  to  82  per  cent. 

The  increase  of  passenger  traffic  was  enormous. 
The  number  cf  passengers  during  the  last  five  mcnths  of  1887  was 
2,389,400;  during  the  same  period  oflB88  was  2,381,200;  while  for 
the  same  period  of  1889  -  the  first  period  under  the  new  system 
it  was  5,584,600,  an  increase  cf  over  133  per  cent.     The  receipts 
from  the  traffic  under  the  new  system  were  10  per  cent  greater 
than  under  the  old.    For  the  first  8  months,  the  increase  in 

1.     See  Annals  of  American  Academy  of  Political  Science.  1890-91. 
PP.  103-131. 
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passenger  traffic  was  169  per  cent  over  the  traffic  in  the  corres- 
ponding eight  months  under  the  old  system,  the  number  having 
risen  to  7,770,876,  as  compared  with  3, 891, 332. 1 

2.     As  seen  in  individual  cases. 

The  effect  of  reduction  in  transportation  charges 

has  almost  without  an  exception  been  an  inorease  of  traffic  with 

increase  of  receipts  .     This  conclusion  was  reached  and  accepted 

by  the  British,  French  and  Belgian  governments  after  their  deep 

researches  and  minute  investigation  cn  the  subject  of  lew  charges. 

Evidences  are  numerous  but  a  few  convincing  ones  will  be  quoted 

to  show  that  the  fear  cf  irrevocable  loss  in  receipts  commonly: 

attached  to  the  lowering  of  charges  is  at  least  in  most  cases  not 

2 

built  on  facts . 

The  following  will  rrcse  this  point: 

1.     Baneful  effect  of  raising  the  fare,  AncLrcssan  and 
Kilwinming  Railway.3 

From  Jan.l  to  Aug. 6,  1838  Number  of  Passengers 

At  12  cents  for  the  6  miles  20,818 
From  Jam.l  to  Aug. 6,  1839 

At  16  cents  for  the  6  miles  15,525 
When  the  committee  cn  railways  inquired  cf  other  cause  for  the 
fall  of  more  than  5000  passengers  the  answer  was  that  no  other 
cause  than  the  increase  of  fare  was  known.     The  same  facilities 

1.  See  Annals  of  American  Academy  of  Political  Fcience. 
1S90-91.     PP.  167. 

2.  By  lowering  charge,   it  does  net  advocate  to  lower  it  to  such 
an  extent  as  below  the  actual  cost  of  performing  the  service. 

3.  Fifth  Report  of  the  British  Parliament.     P.  228. 

Also  Degrand:  Address  on  Advantages  of  Low  Fr-res  .     PP.  6-7. 
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and  the  eame  number  of  trains  were  given: 

2.     Lowering  charge,  the  cause  of  the  increase  in  traffic. 

(a)  ^"    The  distance  between  Antwerp  and  Brussels 
is  27 J  miles,  the  population  of  the  two  cities  is  75,000  and 
134,000  respectively;  the  fares  are  2s  6d,  Is  8d  and  Is.  The 
number  of  passengers  in  1837  was  1,145,467  and  in  1838,  1,148,325 
of  whom  65  per  cent  were  third  class  'assengers. 

The  distance  between  Liverpool  and  Manchester  is 
30*  miles ;  the  population  cf  Manchester  262,136  and  of  Liverpool 
223,054;  the  fares  are  6s  and  4s  6d •     the  number  of  passengers  in 
1842,  only  648,683. 

The  number  of  passengers  upon  the  Paris  and  Orleans 
Railway  -  80  miles  in  length,  fares,   1.6d,  1.2d  and  0.8d  per 
mile  -  was  about  30,000  per  week,  upon  the  London  and  Bir- 
mingham it  was  only  15,000  per  week;  upon  the  Grand  Junction, 
8,700  per  week;  upon  the  London  and  South  Western  7.400  per  week. 
All  the  English  lines  were  longer  and  were  connected  with  larger 
masses  of  population  but  as  their  fares  -  3d,  2d  and  l|d  per 

mile  -  were  higher,  so  the  numbers  of  passengers  were  much  lower. 

/  n3 

(b)  The  number  of  passengers  in  184C  was: 
Between  New  Castle  and  Carlise  5,102 
Between  Liverpool  and  Manchester  164,250 
Between  London  and  Birmingham  488,382 

Later  the  railway  between  New  Castle  and  Carlise 

1.  Great  Britain  Select  Committee  on  Railways  report,  1844. 
App.  P. 36. 

2.  Journal  of  Public  Works,  Feb.  1840. 
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reduced  the  fare  tc  one-third  of  the  old  fare,  and  the  number  of 
passengers  increased  900  per  cent. 

The  railway  between  Liverpool  ond  Manchester,  re- 
duced the  fare  £  and  the  number  of  passengers  increased  200  per 
cent.     The  railway  between  London  and  Birmingham  left  the  charge 
about  the  same  and  the  nui.ber  of  passengers  increased  cnly  10  per 
cent . 

The  above  furnishes  the  following  statistical 

results : 

Fare  reduced  66  per  cent  -  Passengers  increased  900f 
Fare  reduced  50  per  cent  -  Passengers  increased  200^ 
Fare  not  reduced  -  Passengers  increased  10$ 

3.     Lowering  charge  with  increase  of  traffic. 

(a)     The  Darlington  Railway  produced,  by  its 
low  rate  of  passenger  and  freight  charges,  a  complete  revolution 
in  the  region  of  the  country  where  it  traversed.     It  increased  the 
value  cf  land  100  to  200  per  cent.     By  these  low  rates  the 
freight,  estimated  at  80,000  tons  increased  to  640,000;  the 
passengers,  estimated  at  4,000  increased  to  200,000.     The  origi- 
nal dividends  on  a  share  of  100  pounds  were  four  pounds;  they 
rose  to  six  pounds  end  afterwards  tc  eleven  pounds  per  share.  The 
last  two  years  they  rose  to  14  pounds  per  share ,  subject  to  re- 
serve of  4  pounds  dividend  as  a  sinking  fund. 

(b)       In  1846  the  London  and  Birmingham  pailway 
Company  testified  before  the  Royal  Committee  on  Railways,  stating 

1.  Independent  Report  of  Railway  Commission  tc  the  British 
Parliament.     P. 189. 

2.  Select  Committee  cn  Railways  Report,  1846. 
Boston  Traveller,  Nov. 6,  1840. 
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that  the  reductions  on  the  first  class  in  the  half  year  ending 
June  30,  1844  were  17^-  per  cent  md  it  caused  an  increase  in  the 
number  cf  passengers  of  19^  per  cent.     On  the  second  class  the 
reduction  was  26  3/5  per  cent  and  there  was  an  increase  in  the 
number  of  passengers  of  61  l/5  per  cent.     On  the  third  class  the 
reduction  was  33  l/3  per  cent  and  the  increase  in  the  number  cf 
passengers  was  259  per  cent . 

4.     Loss  cf  money  by  raising  the  fare  and  gain  of  money 
by  lowering  the  fare. 

(a)^    Belgian  railroads. 

Mean  receipts  per  day 

1838  March  859  Francs  At  original  fare 
April  950  Francs  At  original  fare 
May      1,010  Francs    At  original  fare 

Total      2,819  Francs    At  original  fare 

1839  uarch  700  Francs  Fare  raised 
April  900  Francs  Fare  raised 
May         950  Francs    Fare  raised 

Total      2,550  Francs    Fare  raised 

It  stands,  then,  before  raising    2819  Fr. 

and  after  raising  the  fare  ?550  Fr. 

Loss  of  receipts  by  the 

higher  fare  per  day         269  Fr. 


1.     Official  Report  cf  Edmond  Teisserence  to  the  Minister  of 
Public  Works  in  Paris.     PP.  345,  348,  and  349. 
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(b)  1    Saint  Germain  Railroad  -  near  Parie . 

1838-  January,  February  end  March  No.  of  Pass.  Receipts 

at  the  original  fare  160,542  172,515Fr 

1839-  January,  February  end  i'.arch 

fare  reduced  about  25^  236,889  189,545  " 

Increase  by  lowering  the 

fare  76,347  17,030  " 

The  increase  cf  40  per  cent  in  the  fare,  on  the 
Belgian  railroad,  gave  a  loss  of  9-J  per  cent  in  the  receipts  and 
the  reduction  cf  25  per  cent  in  the  fare  on  the  Ft. Germain 
Railroad,  gave  a  gain  of  10  per  cent  in  the  receipts. 

(c)  2    Dundee  and  Newtyle   (Scotland)  Railway. 

In  1840  fare  raiaed  25  per  cent  on  third 

class . 

During  nine  months  preceding       No.  of  Passengers  Receipts 

the  rise  40,378  L  1,720  17s  3d 

In  the  nine  months  during 

the  high  fare  29,387  1,569    Os  4d 

In  the  next  nine  months  after 

reducing  said  fare  46,972  2,116  lis  7d 


1. 
2. 


Fifth  Report  from  the  Select  Committee  to  the  British 

Parliament.     P. 287. 

Ibid. 
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(d)1    Garnkirk  and  Glasgow  Railway. 

Fare  for  the  whole  distance,  9d  for  the  first  class  und 
6d  for  the  second  class  at  the  cutset. 

Raised  in  the  beginning  of  1837  to  Is,  first  class  and 
8d,  second  class . 

Number  of  Passengers  Receipts 
In  1836  145,700  L3,850  4s  7d 

In  1837  119,400  3,803  9s  Od 

3.     Illustrations  showing  the  effect  of  low  charges  in 
developing  new  traffic. 

The  policy  of  charging  low  rates  has  very  often 

created  new  business.    Low  charges  give  the  traffic  chances 

2 

either  to  exist  or  to  grow.     The  following  case    from  the  Senate 
Committee  Hearings  of  1905  will  illustrate  this  point.     A  man 
who  was  building  a  smokestack  wished  to  use  brick  burned  in  New 
Jersey,  which  is  several  hundred  miles  away  from  North  Carolina. 
When  the  first  quotation  of  the  price  was  made  by  a  contractor, 
it  was  found  too  high.     The  contractor  then  said  to  the  man,  "if 
you  will  tell  me  what  you  can  afford  to  pay  for  the  stack,  I  will 
see  what  I  can  do  with  the  railway  people."    After  receiving  a 
special  rate  from  the  railway,  the  contract  of  50  carloads  of 
bricks  was  taken. 

More  often  new  industry  was  developed  by  low  trans- 
portation charges.     The  lumber  business  of  the  Pacific  Coast  is 
a  good  illustration  of  this.      Up  to  about  1893,  their  business 

1.  Fifth  Report  from  Select  Committee  to  the  British  Parliament. 
P.  287. 

2.  Ripley:  Railroads,  Rates  and  Regulation.     P. 119. 

3.  Annual  Report  I. CO.,  1911    P.  46 
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wue  not  well  developed  and  entirely  dependent  upon  water  trans- 
portation for  reaching  markets.     The  railroads  at  t hie  time, partly 
to  build  up  the  industry  and  partly  to  create  a  back  loading, 
introduced  low  rates  of  forty  to  sixty  cents  per  hundred  pounds 
on  forest  products  to  markets  in  the  Middle  West.     The  lumber 
business  under  these  low  rates  developed  enormously  until  on  the 
Northern  Pacific  in  1906  the  shipments  of  lumber  eastbound 
amounted  to  one- third  of  its  entire  traffic  both  ways,  and 
yielded  nearly  one-fifth  of  its  entire  revenue. 

Another  illustration1  may  not  be  out  of  place. 
The  raisin  industry  was  begun  to  be  carried  on  in  California  in 
1876.    Prior  to  that  time  the  Spanish  raisin  supplied  the  Ameri- 
can market.     If  a  market  was  to  be  found  for  the  California 
raisin  in  the  East  -  i.e.  if  it  is  going  to  develop  the  California 
industry,  the  freight  rate  which  was  charged  for  Spanish  raisins 
moving  westward  had  to  be  lowered.     The  California  raisin  was 
not  only  unable  to  bear  the  same  rate  but  only  able  to  bear  a 
very  low  rate. 

During  the  year  1876,  therefore,  70,000  pounds 
of  California  raisins  were  carried  tc  the  east,  at  one  and  three- 
fourths  cents  per  hundred  pounds,  while  simultaneously  1,000,000 
pounds  of  Spanish  raisins  were  carried  west  over  the  same  lines 
at  a  rate  of  three  cents.     The  result  of  this  low  rate  was  that 
in  1891  no  Spanish  raisins  were  carried  weet  at  all,  while  the 
eastbound  shipments  of  California  raisins  amounted  to  37,60Q000 
pounds . 

1.     Ripley:  Railroads,  Rates  and  Regulation.     P. 178. 
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Not  only  does  the 


railroad,  by  its  low  charges, 


develop  industries  b  t  it  brings  new  ones  into  existence  and 
creates  new  markets,  thus  making  traffic  fcr  itself.     Men  vary 
in  capability  and  geographical  differences  exist  everywhere.  As 
a  result,  there  is  abundance  of  materials  in  one  place  and 
scarcity  in  another;  e.g.,  what  is  produced  in  hot  houses  with 
high  cost  is  grown  in  the  open  air  in  such  quantities  that  it  is 
without  value. ^    In  such  cases  the  railroad  can  only  get  this 
special  traffic  with  very  low  charges  and  special  facilities; 
otherwise  they  exist  either  as  local  industries  cr  local  wastes. 
Take  for  instance  the  following  story;  though  it  was  recorded  in 
1847,  yet  there  is  still  some  lessen  in  it.     One  day  a  heavy 
loaded  team  was  seen  a  little  distance  from  the  town,  carrying 
chestnut  sleepers  to  the  depot.     On  inquiring  as  to  their  use, 
the  teamster  replied  that  they  were  engaged  by  a  contractor  and 
were  to  be  shipped  to  Havana  to  build  a  railroad  in  the  Island  of 
Cuba.     Concord  chestnut,  once  nearly  valueless  was  now  bringing 
a  high  price  and  was  shipped  2000  miles  to  build  railroads.  How 
much  is  there  even  now  in  this  world  without  the  facility  of 
communication  which  becomes  waste  even  today? 


ops  the  mcst  common  traffic  into  important  ones  and  derives 

large  revenue.     Common  brick,  fcr  instance,  is  in  mcst  cases  a 

local  industry.     It  is  a  source  of  revenue  to  railway  business, 

p 

if  it  is  only  developed.     In  Whittlesea,  a  small  town  of 

1.  Referring  to  places  and  countries  where  transportation 
facilities  are  not  known. 

2.  Railway  Magazine.     Vol.  V,  PP.  247-251. 
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England,  on  the  Great  Eastern  Line,  the  common  brick  industry 

gave  employment  to  thousands  of  its  neighboring  dwellers.  The 

staff  at  the  Whittlesea  station  numbered  but  a  dozen  but  in  the 

year  1898  it  sent  out  108,000  tons  of  brick.     Accepting  the  rate 

of  4s  3d  a  ton  t:.is  meant  23,000  pounds  revenue  in  1898.     Nor  is 

this  the  only  source  of  income  arising  out  of  the  brick  traffic. 

To  make  bricks  two  things  are  necessary,  clay  and  coal.     In  189? 

no  less  than  23,000  tons  of  coal  were  transported  to  Whittlesea. 

inward 

Taking  into  consideration  the  annuayTFaf f ic  of  coal  and  outward 
traffic  of  brick,  it  is  no  exaggeration  to  say  that  it  is  "a 
veritable  mine  of  wealth  to  the  railway  that  has  the  handling  of 
it." 

The  fruit  preserving  industry  of  Histon1  shews 
how  railways,  by  their  low  charges,  help  to  build  up  the  industry 
and  secure  large  traffic.    Histcn  is  a  snail  village  of  1500 
inhabitants,  situated  on  the  Cambridge  and  St. Ives  branch  of  the 
Great  Eastern  Railway.     From  this  small  village  six  goods  trains 
and  ten  or  eleven  passenger  trains  were  running  in  each  direction 
daily  and  the  total  tonnage  of  goods  traffic,  inwards  and  outwards 
during  the  twelve  months  ended  November,  1898,  exclusive  of  coal 
was  20,099  tons.     Of  this  tonnage  90  per  cent  was  derived  from 
the  staple  industry  cf  fruit  preserving,  which  brought  12,298 
pounds  to  the  railway  company  in  1898. 

The  late  Mr.  Gladstone,  once  lectured  on  jam  and 
strongly  recommended  farmers  to  turn  their  attention  to  jam 
production.     His  opponents  laughed  and  his  friends  were  amused, 

1.     Railway  Magazine,  Vol.  IV.     PP.  277-280. 
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but  the  villagers  of  Hiaton  tock  it  to  heart  with  great  advantage. 

In  the  buey  seasonff ruit  packing  and  preserving, 
when  the  number  of  people  needed  was  over  a  thousand,  the  company 
ran  a  train  at  8:20  A.M.  from  Cambridge  and  another  at  6:34  P.M. 
back  to  Cambridge.     The  general  manager  of  the  Great  Eastern 
Railway  recently  arranged  to  carry  these  workers  at  a  very 
nominal  fare,  which  afforded  pleasant  outdoor  employment  even  for 
the  daughters  of  many   of  the  workers. 

4.     Illustrations  showing  the  effect  of  low  charges  in  developing 
specific  traffic. 

In  developing  certain  traffic,  the  railway  company 
not  only  has  to  allow  low  rate  but  to  grant  special  privileges 
and  facilities,  such  as  increase  of  speed,  special  care  in  handling 
and  construction  of  special  terminal  facilities.     It  is  only  with 
these  privileges  that  the  railway  can  secure  them  in  large  amounts 
and  can  develop  them  into  regular  paying  traffic.  Illustrations 
of  this  class  of  traffic  are  not  hard  to  collect  but  the  follow- 
ing will  deal  only  with  fish  and  milk  traffic,  though  fruits  J" 

2  "3 
flowers,     and  such  perishable  products  belong  to  the  same  category. 

The  development  of  the  fishing  trade  in  Fenit  and 

Grimsby  is  very  instructive.     Fenit4  is  a  little  fishing  village 

on  the  Kerry  coast  at  the  entrance  to  Tralee  Bay,  about  eight 

miles  from  Tralee,  England.     To  develop  its  fishing  trade,  a 

1.  Strawberry  Traffic.     Railway  Magazine.     Vol.19,  1906.     PP. 71-75 

2.  See  Railway  Magazine.    Vol.  IV, ~PP.  311-318. 

3.  Compare  Pratt:  Railways  and  their  Rates.     PP.  154-184. 

4.  Railway  Magazine.     Vol.  V.     PP.  55-58. 
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special  branch  railroad  called  "Fenit  Railway"  was  built  and  the 
pier  costing  nearly  100,000  pounds  was  connected  with  the  station 
by  rail. 

The  boats  went  out  to  fish  about  20  or  30  miles 
away  from  Fenit.     Sometimes  the  railroad  men  and  the  special 
engines  which  were  constructed  specially  for  the  purpose  of 
getting  around  the  sharp  curves,  had  to  wait  two  or  three  days 
but  as  soon  as  fish  were  caught,  there  was  a  rush  to  get  into  the 
harbor  and  to  load  into  the  wagons.    When  a  few  wagons  were  loaded 
they  were  hauled  from  the  pier  to  the  station  by  the  special 
engine  and  made  into  trains,  which  ran"special"  to  Waterford 
(over  156  miles)  in  a  little  over  six  hours,  connecting  there  with 
the  steamers  for  Milford  Haven,  then  to  all  parts  of  the  country. 
The  utmost  dispatch  was  given  to  the  fish  "specials"  and  all 
other  trains,  including  even  slow  passenger  trains,  had  to  "shunt" 
for  them  to  pass.     In  1898  there  were  nine  principal  firms  which 
were  engaged  in  this  industry.    During  the  fishing  season  they 
employed  a  thousand  men  at  Fenit.     These  men  obtained  their 
supplies  of  bread,  provisions,  groceries  and  other  requirements 
in  Tralee,  thus  increasing  the  transportation  business. 

Toward  the  end  of  May,  when  mackeral  were  plenti- 
ful and  prices  low,  it  did  not  pay  to  ship  them  fresh,  then  they 
were  salted  on  the  pier.     The  salted  mackeral  was  shipped  to 
New  York  where  they  retailed  at  about  25  cents  a  piece  for  break- 
fast.    This  traffic  had  to  be  carried  at  very  low  rates  or  the 
mackeral  would  not  be  worth  the  catching  at  all.     In  1898  the 
tonnage,  sent  by  rail,  amounted  to  1,500  tons.     During  the  eight 
years,  it    has  grown  from  350  tons  in  1890  to  1500  tons  in  1898. 
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Grimsby    fishing  is  of  the  same  kind,  but  the 
railway  in  developing  it  has  incurred  even  greater  expenses . 
Grimsby  is  a  very  small  town  that  owed  not  only  its  prosperity 
but  its  very  existance  to  the  enterprise  of  a  railway  company 
in  opening  up  facilities  for  the  development  cf  native  resources. 
The  Great  central  Company  in  developing  the  fishing  traffic  and 
providing  adequate  accommodations  for  this  increasing  traffic 
invested  in  real  estate  alone,  two  docks  an  area  of  340  acres  cf 
land  and  103  acres  of  water  and  another  area  cf  28,000  square  yards 
used  as  a  Fish  Market,  besides  special  facilities  for  spacing  and 
loading . 

Recently  the  Great  Central  Railway  has  decided  to 
provide  an  entirely  new  fish  dock,  and  to  reconstruct  and 
extend  the  fish  market."** 

This  industry  gave  employment  to  some  5000  men 
and  the  fishing  fleet  numbered  between  500  and  600  vessels.  In 
the  year  1854  only  453  tons  of  fish  were  sent  away  but  in  1900 
the  total  reached  133,791  tons.     Now  the  weight  cf  fish  hauled 
at  the  decks  amounts  to  193,764  tons  a  year,  and  cn  busy  days  is 
often  in  excess  cf  1,000  tons.      The  Tuesday  and  Wednesday  before 
Good  Friday  are  the  busiest  days  of  the  year.     On  these  days  a 
dozen  or  more  special  trains  had  to  be  run  in  order  to  cope  with 
the  immense  traffic.     Soee  idea  cf  the  amount  cf  work  this  Easter- 
tide traffic  threws  upon  the  Great  central  Railway  at  Grimsby,  can 
be  gathered  from  the  statement  that  "in  the  year  1902  mere  fish 
were  dispatched  in  a  day  than  that  was  forwarded  in  a  whole  year 

1.  Railway  News     2    May  1914.     P. 929. 

2.  Ibid. 
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for  some  time  after  the  opening  of  the  dock  since  1845."  Grimsby 
as  a  fishing  port  ranks  supreme,  being  the  first  in  the  world, 
but  a  moment  cf  reflection  will  show  how  much  is  due  to  the 
special  facilities  offered  by  the  railway. 

Milk^  is  such  an  important  focd  as  can  be  seen 
from  its  huge  consumption  in  large  cities.     Accepting  2?  gallons 
per  family  per  week,  London  or  New  York,  with  their  families 
over  1,000,000  will  use  at  least  2,500,000  gallons  of  milk  every 
week.     The  supply  cf  this  large  quantity  to  large  cities  is  indeed 
a  big  problem  but  it  is  a  problem  of  rates.    With  low  charges, 
milk  from  a  distance  can  be  easily  transported  with  benefit,  while 
high  charges  will  prevent  its  transportation.     The  comparison  of 
the  different  conditions  existing  in  London  and  Berlin  will  bring 
out  this  point  clearly.     In  Berlin  the  freight  charges  prohibit 
the  importation  of  milk  from  points  distant  more  than  75  miles, 
while  the  lew  rates  cf  England  enable  London  to  draw  its  regular 
supply  of  milk  from  places  more  than  200  miles  distant.  During 
hard  times  when  the  supply  of  milk  in  districts  nearer  London  was 
insufficient  tc  meet  the  requirements  of  the  dealer,  the  London 
and  North  Western  Railway  conveyed  milk  to  London  from  Monaghan, 
410  miles  to  London.     The  highest  chars-e  in  England  was  never 
over  4  cents  per  gallon,  while  the  regular  charge  was  only  3  cents 
per  gallon.     In  1905  the  Erie  railroad  in  Americawas  bringing  milk 
to  New  York  from  a  distance  between  183  and  202  miles.     Boston  is 
supplied  with  milk  from  points  distant  213  miles  and  Philadelphia 
353  miles.     The  chrrge  has  never  been  over  three  cents  a  gallon. 
1.     Railway  Magazine,  Vol.22,  1908.     PP.  238-242. 
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In  Berlin,  the  leading  commercial  bodies  in  1895 
1896  and  1901  to  1905  made  speciol  requests  for  reduction  in 
charges  but  they  were  never  granted.     Moreover  the  use  of  tank 
cars  for  shipping  milk  on  the  basis  of  charging  freight  on  the 
net  weight  of  the  milk  was  not  permitted.     The  result  cf  this 
high  charge  was  that  it  not  only  prohibits  a  supply  of  fresh 
milk  to  the  inhabitants  cf  Berlin  and  raises  the  price  of  milk 
unusually  high  (20-20  ppenniges)  but  produces  other  disadvantages 
that  are  obnoxious  and  undesirable.     In  1904  there  were  763 
dairies  in  Berlin  with  a  total  of  10,443  cows.    When  one  remembers 
there  are  116  people  tc/the  acre  in  Berlin,  it  is  easy  to  see 
that  they  are  very  "offensive"  trades.     In  1904  the  importation 
of  milk  from  the  Danish  Islands,  Denmark,  and  Holland  was  begun 
and  in  the  fall  cf  1905  even  American  producers  were  considering 
the  question  of     exporting    milk  to  Germany.     It  is  no  wonder 
that  the  writer  in  describing  this  condition  headed  his  article 
with  these  significant  words.     "How  the  German  State  Railways 
kill  the  traffic."    An  American  economist,  Professor  Hugo  Meyer, 
in  1904  summarized  his  report  on  milk  traffic  in  Berlin  as  the 
following: 1 

"The  wretched  conditions  under  which  Berlin  is 
supplied  with  milk  are  in  no  way  due  to  lack  cf  enterprise  on  the 
part  of  milk  dealers  in  Berlin;  nor  are  they  in  any  way  due  to  ony 
lack  of  technical  efficiency  on  the  part  of  the  Prussian  State 
railways.     Those  wretched  conditions  are  due  solely  to  the  fact 
that  under  the  making  of  railway  rates  by  government  in  Prussia 
it  has  been  found  politically  necessary  to  make^railway  rates  very 
1.     Ibid.  P.  242. 
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largely  on  the  principles  that  the  natural  disadvantages  of  the 
more  distant  producers  may  not  be  overcome  lest  producers  near  the 
market  he  denied  recognition  of  their  more  favorable  location." 


1 


* 


CHAPTER  VI 


Relation  Between  the  Reduction  of  Charges  and 
the  Concurrent  Growth  of  Traffic. 

In  the  last  chapter  we  have  seen  that  traffic, 
whether  passenger  or  freight,  responds  more  or  less  to  reduction 
of  charges .     There  now  remains  to  te  seen  the  more  specific 
relations  between  the  movement  towards  low  charges  and  the  con- 
current growth  of  traffic. 

not 

It  is  certainly ft rue  to  say  that  reduction 
of  charges  is  the  sole  cause  of  the  growth  in  traffic,  and  it  is 
equally  impossible  to  attribute  the  growth  of  traffic  solely 
to  the  reduction  in  charges.     Both  are  closely  connected  as  cause 
and  effect.     By  lower  charges,  ceftain  classes  of  traffic  are 
secured;  as  the  traffic  increases,  further  reduction  in  charges 
can  be  made  and  so  on  as  in  a  cycle.     In  shewing  this  relation, 
all  that  we  can  say  is  that  probably  reduction  of  charges  brings 
out  the  growth  of  traffic  more  prominently  and  more  rapidly.  In 
every  country  and  in  every  age,  there  is  a  natural  tendency 
towards  growth  in  traffic.     This  may  not  be  the  case  in  an  ab- 
solutely stationary  country  but  as  we  do  not  know  of  such  a  coun- 
try in  any  part  of  the  'world,  so  we  may  safely  assume  that  there 
is  this  natural  growth  in  traffic.     Even  if  there  were  no 
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reduction  in  charges,  there  would  still  be  a  certain  amount  of 
growtn  in  traffic.     This  growth  of  traffic  is  natural  to  a 
progressive  society  and  is  correlated  with  the  growth  cf  popula- 
tion and  of  needs. 

What  remains  to  be  examined  is  how  low  charges, 
apart  from  other  causes,  bring  about  a  larger  growth  in  traffic 
than  the  natural  rate  of  increase  due  to  the  natural  development 
of  the  country.     Low  charges,  if  they  are  important  elements  in 
developing  traffic,  should  bring  larger  freight  and  passenger 
traffic.     Besides  the  natural  growth,  a  railroad  or  a  country 
should  show  a  larger  per  centage  of  growth  in  traffic  if  a 
low  charge  system  has  been  adopted.     Before  analyzing  this  point, 
it  will  be  necessary  to  review  the  causes  that  have  made  reduc- 
tion in  charges  possible-*--  causes  which  by  their  very  nature 
demand  larger  traffic  and  promote  the  development  of  passenger 
and  freight  transportation  to  a  higher  degree. 

It  is  not  the  purpose  here  to  enumerate  every 
cause •  in  fact  only  those  which  have  the  most  to  do  with  the 
reduction  of  ch: rges  and  the  growth  cf  traffic  will  be  given. 
What  we  mean  by  a  railroad  new  is  different  from  one  cf  seventy 

2 

or  eighty  years  ago.     Improvements  have  been  made  along  all  lines, 
are 

Rails      made  heavier  and  with  better  steel.    Road-beds  are  more 
carefully  maintained  and  bridges  and  structures  are  made  much 
stronger.    Rolling-stock  is  designed  and  constructed  with  special 
facilities  for  economical  handling  cf  traffic.     Every  improvement 

1.     Compare  Newcomb:  Railway  Economics .  Causes  cf  the  Decline  in 
eharges .    P.  38. 

3.     Final  Report  of  the  Industrial  Commission,  1903  PP.  391-297. 


67 

whether  large  or  small,  means  some  economy  in  operation.  With 
these  improvements,  the  railroad  is  able  to  produce  and  to  sell 
its  products  cheaper. 

Among  the  most  important  factors  which  have  made 
large  reduction  in  charges  possi'le,  the  improvement  of  rolling 
stock  deserves  special  attention.     Of  all  the  important  improve- 
ments of  rolling  stock,  the  improvement  made  in  the  locomotive 
stands  out  most  prominently."*"    The  locomotive  is  now  able  to 
haul  an  immensely  heavy  trrin,  which  was  thought  not  possible  in 
the  early  days.     The  increase  of  tractive  effort  is  amazing  - 
from  a  few  thousand  pounds  to  tens  of  thousands  of  pounds.  The 
average  number  of  tons  of  freight  carried  per  locomotive  according 
to  the  figures  of  the  Interstate  Commerce  Commission  has  increased 
from  35,643  in  1889  to  48,761  in  1912. 2 

Next  in  importance  is  probably  the  increased 
3 

capacity  of  cars.      In  the  sixties,  the  normal  capacity  of  a 

freight  car  was  some  15,000  pounds,  but  at  present  cars  of  over 

100,000  pounds  are  in  every  day  use.     The  economy  derived  from 

the  use  of  large  freight  cars  is  very  considerable.    By  increasing 

the  size  of  the  cars  the  paying  load  is  increased  to  an  even 

greater  extent .     Both  of  these  improvements  -  improvements  in 

cars  and  locomotives  -  tend  to  a  decrease  in  the  operating 
4 

expenses.      If  the  cost  of  production  is  decreasing,  the  selling 
price  can  be  also  lowered;  if  the  cost  of  producing  transportation 
is  reduced,  naturally  its  charges  are  also  declining. 

1.  Compare  Ripley:  Railroads  Rates  and  Regulation.     PP.  94-96. 

2.  Annual  Report  Interstate  Commerce  Commission,  Statistics  of 
Railways  in  the  United  States,  1889,  1912.     PP.  5  and  17. 

3.  Compare  Ripley:  Railroads  Rates  and  Regulation.     PP.  95-98. 

4.  Jeans:  Railway  Problems.     PP.  323-326. 
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Since  a  railroad  must  have  equipment  and  since 
additional  services  can  be  secured  from  them,  then  the  most 
vital  question  to  a  successful  railway  man  is  how  to  get  the  most 
out  of  the  equipment.     Effective  utilization  of  the  plant  is 
indeed  a  practical  problem  to  a  practical  man.     Much  economy 
depends  upon  its  solution. 

The  full  use  of  car  capacity  and  in  fact  of  the 
whole  plant,  has  never  been  attained.1    The  use  is  relatively 
full;   increasing  use  can  always  be  secured.     In  1912  basing  on  the 
figures  given  by  the  Interstate  Commerce  Commission,  only  54.3 
per  cent  cf  the  capacity  of  freight  cars  was  utilized.      In  most 
passenger  trains,  there  are  more  seats  vacant  than  occupied.  In 
Europe  between  one-third  and  one-fifth  of  the  seats  are  occupied 
and  in  America  only  one-half  of  the  seats  are  occupied  -  41 
seats  in  1890  and  1900;  48  in  1905;  49  in  1906  end  56  in  1914. 3 
In  France  the  number  cf  passengers  rer  train  is  65  and  in  Prussia- 
Hesse  87.      In  such  cases  an  increase  in  the  number  of  passengers 
carried  or  in  the  volume  cf  traffic,  will  add  little  or  nothing 
to  the  operating  expenses  but  profits  will  rise  rapidly  under 
these"  conditions .     The  same  can  be  probably  said  of  engines,  rails 

1.  Noyes:  American  Railroad  Rates.     P. 20. 
Acworth:  Elements  cf  Railway  Economics.     P. 50 

2.  Number  of  tons  carried  one  mile,  264,080,745,058.  Freight 
car  miles,  leaded,  13,088,331,845.     Freight  car  loads 
empty,  5,767,144,368.     Car  capacity,  average  for  all  cars,  37 
tons.       264,080,745,085  *  13,088,331,845  =  20.1 

20.1  4-  37  =  54.3    Cair  capacity  utilized  in  1912. 
See"§tatistics  cf  Railways  in  the  United  States "J  Interstate 
Commerce  Commission  Report,  1912.     PP.  21,  42,  49. 

3.  Johnson:  American  Railway  Transportation.     P. 148. 
Journal  of  Political  Economy.     P. 138.    February,  1914. 


and  ether  elements  of  a  railroad.     The  effective  utilization  of 
a  plant  is  net,  therefore  a  fixed  and  rigid  quantity;  its 
boundary  can  be  pushed  a  little  farther  and  it  can  be  made  to 
yield  a  little  bit  more  from  time  tc  time  with  a  smaller  corres- 
ponding increase  in  operating  expenses. 

Not  only  is  the  effective  utilization  of  the 
railroad  plant  flexible  but  the  amount  of  traffic  at  any  given 
time  in  a  given  country  is  also  flexible.    More  may  be  produced 
or  more  may  be  consumed  and  so  more  to  be  transported.  Even 
taking  the  existing  amount  cf  traffic  at  any  given  period  in  a 
given  locality,  the  amount  to  be  transported  can  be  made  tc/vary. 
The  traffic  is  constantly  fluctuating  and  the  direction  of  the 
flowing  traffic  can  be  changed  by  one  factor  or  another  so  that 
more  can  be  made  to  go  by  rail  than  by  water  or  other  means.  If 
it  were  not  for  this  flexibility  in  the  amount  of  traffic,  there 
would  be  no  competition  and  the  lowering  of  charges  would  have 
no  effect.     But  as  traffic,  like  water,  is  absolutely  mobile,  it 
flows  tc  the  place  where  there  is  least  resistance. 

Low  charges,  therefore,  are  the  round  about,  but 
the  most  effective  way  to  secure  the  full  utilization  cf  the  plant . 
By  offering  lower  charges,  larger  traffic  is  likely  to  be  secured; 
as  the  traffic  is  larger,  more  use  is  made  cf  the  plant.  While 
on  the  other  hand,   if  the  charges  are  high,  a  portion  of  the 
traffic  may  seek  other  means  of  transportation  and  less  use  is 
made  of  the  plant. 

Increase  cf  traffic  may  be  in  three  forms;  firstly, 
the  increase  may  be  Entirely  mew  traffic  that  used  to  go  by  other 
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transportation  systems;  secondly,  the  increaee  may  be  in  the 
quantity  of  the  old  traffic;  thirdly,  the  increase  may  he  in 
6uch  associated  matericls  as  go  together  either  in  production  or 
consumption.     No  matter  what  is  the  increase, all  of  the  traffic 
needs  some  care.     As  the  traffic  is  flexible  and  mobile,  rates 
should  be  made  tc  meet  their  condition.     Special  efforts  6hould 
be  constantly  exercised  to  keep  end  to  enlarge  the  traffic,  other- 
wise the  traffic  may  seek  cutlets  through  ether  channels. 

moreover  there  are  certain  enterprises  such  as  the 
fruit  preserving  and  the  brick  making  industries  whose  traffic 
the  railroad  may  loose,  not  only  in  part  but  wholly,  if  it  does 
not  assist  in  their  development.     Narrowly  considered,   it  may 
seem  expedient  to  crov.d  the  rate  on  coal  end  other  staple 
materials  as  high  as  possible,  tut  if  the  future  end  the  whole 
prospect  of  the  business  is  taken  into  consideration,   it  may  be 
a  far  better  business  policy  to  keep  the  charges  so  low  that  the 
growth  cf  population  and  of  production  may  in  the  long  run  give 
larger  traffic  and  yield  larger  profit. 

All  that  is  saved  through  morefef fective  utiliza- 
tion of  a  railroad  plant  constitutes  direct  savings.^*  The 
direct  saving  will  help  to  develop  the  traffic.    Every  cent  that 
is  obtained  from  increased  efficiency  of  locomotives,  or 
increased  size  of  cars  or  fro.    handling  traffic  in  larger  units, 
is  a  cent  saved  that  goes  tc  the  net  earning  and  makes  further 
reduction  in  transportation  charges  that  much  the  more  possible. 

1.     Colscn:  Railway  Rates  and  Traffic.     PP.  147-153. 
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Besides  this  saving,  there  is  also  the  indirect  savings.  Indirect 

savings  are  cf  two  kinds,  the  first  arising  from  the  movement  of 

commodities  which  would  have  been  transported  without  reduction 

of  charges,  the  second  arising  from  new  traffic  which  would  not 

have  been  transported  at  a  high  charge  at  all  tut  only  at  reduced 

charges.     The  first  is  a  saving  of  the  difference  in  the  two 

charges,  and  the  second,  a  saving  of  the  difference  in  the  prices 

after  the  prcduct  has  been  transported  tc  another  market.  Both 

are  reaped  by  the  public . 

Although  the  effect  cf  such  savings  can  net  be 

made  plain  by  figures  and  it  is  net  true  that  all  such  savings 

are  used  in  the  development  cf  the  country  and  thus  develop  the 

transportation  business,  yet  they  are  of  considerable  importance 

and  contribute  net  a  little  in  the  future  enlargement  of  freight 

and  passenger  transportation.     Whenever  and  wherever  there  is 

reduction  in  transportation  charges,  there  is  such  saving  to  the 

public.     The  sum  is  sometimes  very  great,   it  gees  without  saying. 

If  the  transportation  charges  were  as  high  as  they  were  in  1870 

the  public  would  have  to  pay  about  three  billion  dollars  more  for 

the  transportation  of  the  number  of  tone  in  1912. 1    No  doubt 
such  a  big  sum,  will  have  immense  influence  on  the  development  of 

the  industry  and  of  the  country  as  a  whole.     The  Trunk  Lines  by 

offering  low  charges  develop  not  only  their  own  traffic  but  the 

grain  fields  cf  the  Middle  West.2 

1.  Average  Freight  Rate  in  1870,  1.92  cents,  in  1912,  0.744  cents; 
Ton-mileage  1912,  264,080,745,058. 

2.  Acworth:  Elements  of  Railway  Economics.     P. 66. 
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From  the  foregoing,  we  see  that  reduction  of 
charges  is  followed  by  a  growth  of  traffic  both  diredtly  and 
indirectly.     Now  it  remains  to  see  the  working  of  low  charges  in 
different  countries  with  their  effects.     In  analyzing  the  relation 
between  reduction  of  charges  and  the  concurrent  growth  of  traffic 
in  different  countries,  cne  naturally  meets  difficulties  which  are 
chiefly  due  to  the  different  dynamic  forces.     As  we  have  said,  no 
state  is  absolutely  static  and  as  the  growth  of  traffic  in  any 
country  and  in  any  period  is  the  result  cf  many  causes,  working  in 
a  dynamic  state,  so  the  relation  is  sometimes  very  obscure. 
Moreover,  the  effect  of  reduction  is  usually  carried  over  many 
years  and  very  rarely  can  its  entire  results  be  immediately 
measured.     The  remarkable  growth  cf  one  decade  may  in  reality 
be  due  to  causes  cr  forces  operative  prior  to  the  decade;  the 
present  decade  may  be  simply  reaping  the  harvest.     When  results 
are  thus  spread  over  many  years,  not  only  is  it  impossible  to 
measure  the.:,  but  they  are  sometimes  offset  by  other  causes  and 
forces . 

For  these  reasons,  it  is  not  possible  to  tell 
exactly  hew  much  growth  in  cne  period  or  in  one  country  is  due 
to  low  charges.    But  that  there  is  a  relation,  no  body  will 
deny.     The  contrast  before  and  after  the  coming  cf  railroads  and 
of  nations  cr  localities  that  enjoy  and  do  not  enjoy  these  facili- 
ties all  go  to  prove  that  cheap  transportation  is  an  important 
element  in  the  growth  cf  traffic.     The  great  bulk  cf  the  third 
class  passenger  traffic  in  Europe  is  a  proof  of  the  direct  rela- 
tion of  low  charges  to  the  growth  of  traffic. 
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Although  the  comparison  cf  two  or  three  countries 
with  one  another  does  not  prove  anything,  yet  it  does  sometimes 
bring  cut  some  very  interesting  points.     France  har,  teen  a  nation 
almost  as  stationary  in  ponalaticn  as   *e  can  find  in  any  part  of 
the  world.     The  average  population  of  America  between  1863  and 
1883  was  about  the  san-.e  as  that  cf  France  during  the  same  period. 
But  in  the  growth  cf  traffic,  these  twc  nations  have  wide  differ- 
ences.    In  France,  the  average  growth  of  tonnage  in  the  twenty 
years  1863  to  1883  was  3.5  per  cent  per  year  and  1.4  per  cent  per 
year  between  1883  and  1898. 1    In  America  the  average  growth  cf 
tonnage,  according  to  reliable  data,  bet-wean  1869  and  1883  was 
5.3  per  cent  per  year  (the  data  for  1863  to  1883  would  no  doubt 
raise  this  percentage)  and  3.7  per  cent  per  year  between  1883 
and  1898. c    The  average  growth  of  tonnage  per  year  in  America  is 
almost  twice  as  great  as  that  in  France.     Individual  reads  speak 
of  the  6ame  rapid  growth  in  tonnage  in  America.     On  the  New  York 
Central,3  the  average  growth  between  1863  and  1883  was  4.35  per 
cent  per  year  and  3.6  per  cent  per  year  between  1883  and  1898. 

The  larger  percentage  of  growth  in  the  American 
traffic  may  be  due  to  many  causes;  it  is  not  fair  to  assign  it  to 
any  one  or  two  causes.  That  which  has  the  most  tc  do  with  the 
growth  cf  traffic  is  probably  the  large  increase  in  population 
and  natural  resources.  America  has  both  these  advantages  over 
France.     The  population4  of  America  has  been  growing,  its  increase 

1.  Based  on  Kaufmann:  Politique  Francalse  En  Matiere  De 
Chemins  De  Fer      P.  694. 

2.  Based  on  Poor:  Manual  cf  Reads  and  Statistics  of  Railways 
in  the  United  States . 

3.  Based  on  Annual  Reports. 

4.  Based  on  Statesman's  Year  Books. 
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is  "between  twc  and  three  per  cent  per  year,  although  it  wl.b  small- 
er than  that  of  France  in  the  sixties.     The  population  of  France! 
has  been  almost  stationary,  the  increase  has  been  always  less 
than  one  per  cent  per  year.     These  advantages  go  to  explain  why 
America  should  show  a  larger  per  centage  of  growth  in  her  traffic 
but  whether  the  percentage  should  be  as  great  as  it  was  actually 
found  is  extremely  doubtful.     Moreover,  there  is  a  wide  discrep- 
ancy in  the  tonnage  actually  carried.     In  1998  the  tonnage  cf 
America  was  501,066,681,  while  that  of  France  was  only  101,492,770; 
that  is  to    say  the  tonnage  cf  America  was  about  five  times  as 
big  as  that  of  France  in  1398.     Here  are  two  facts  to  be 
explained;  first,  the  larger  percentage  of  growth  in  the  traffic 
per  year  and  second,  the  larger  amount  of  traffic  actually 
carried  in  America. 

But  the  passenger  traffic  is  just  the  opposite. 
The  following  table  compares  the  passenger  traffic  of  the  four 
countries . 

Number  cf  Passengers  Carried 

Year      America         f  of    France  <fc  of  England         f  of 

Incr.  Incr. 
1889     472,172,343  244,164,701  775,183,073 

32.4  27 
1898    501,066,681  363,009,306  1,062,911,116 

Year      Germany  f  of 

Incr . 

1889  235,134,741 

55 

1898  501,066,681 
1.     Based  on  Statesman's  Year  Book. 
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America  has  a  population  almost  twice  as  large  as  that  of  France, 
two  and  a  half  times  that  of  England  and  one  and  a  half  times 
that  of  Germany,  yet  her  number  of  passengers   in  relatively  much 
smaller  as  is  the  annual  growth  cf  her  passenger  traffic.  The 
reason  why  France  has  a  larger  traffic  may  be  partly  due  tc  the 
density  of  her  population,  the  larger  number  cf  closely  connected 
cities  and  the  shortness  of  each  trip  made.     All  these  circum- 
stances explain  why  passenger  traffic  in  France  should  be  larger, 
but  not  the  smaller  percentage  of  growth  and  relatively  small 
number  of  passengers  actually  carried  in  America. 

In  comparing  America  with  France  the  striking 
fact  appears  that  America  has  the  largest  freight  traffic  and 
comparatively  small  passenger  traffic  with  their  corresponding 
large  and  small  percentage  cf  annual  growth.     It  has  been  esti- 
mated that  America  is  forwarding  two  and  a  half  times  as  much 
freight  per  capita  as  that  of  France.^"     In  1906  the  freight 
traffic  was  seventeen  times  that  of  France  but  the  passenger  traf- 

g 

fic  was  less  than  double  that  cf  France.      When  one  remembers 
that  America  has  mere  than  double  the  population  of  France,  that 
wealth  is  mere  widely  distributed  among  all  classes  and  that  the 
desire  and  attraction  cf  travel  are  just  as  great  as  in  any  coun- 
try, there  must  be  a  vital  cause  cf  this  great  difference  between 
the  passenger  and  freight  traffic.     When  the  transportation  charges 
are  compared,  one  finds  that  America  has  the  highest  passenger 
fare  but  the  lowest  freight  rate. 

1.  Compare  Ripley:  Railroads,  Rates  and  Regulation.     PP.  79-83. 

2.  Colson:  Railway  Rates  and  Traffic.     P. 127. 
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In  no  ether  country  has  the  development  cf  the  natural  reaourcee 
and  the  growth  of  traffic  been  as  remarkable  as  that  of  America. 
How  much  ia  due  to  cheap  transportation  is  h^rd  to  say  but  that 
its  influence  has  been  very  great  has  been  admitted. ^ 

In  her  passenger  traffic,  the  fare  is  higher.  It 
has  been  said  among  the  railway  men  that  they  are  offering  better 
service.     This  may  be  true  but  better  service  to  some  one  may  be 
considered  as  necessary,  while  to  others  it  may  be  considered  as 
luxury.    Whether  the  great  mass  of  people  is  willing  to  pay  the 
fare  and  to  travel  with  good  appearance  as  gentlemen  or  women,  is 
an  economical  question.     Fare  is  only  the  smallest  part  cf  the 
necessary  expenses  when  one  travels .    When  one  travels  first  class 
there  are  a  thousand  and  one  ether  first  class  expenses.  The 
better  service  may  be  the  very  thing  that  prevents  the  great  mass 
of  people  from  travelling. 

All  these  effects  are  not  and  can  net  be  wholly 
due  to  the  rate  of  charges,  tut  if  the  rate  of  charges  is  an 
important  element  in  explaining  the  growth  of  individual  traffic, 
then  it  must  also  be  an  important  factor  in  explaining  the  growth 
or  decline  of  the  aggregate  traffic  as  a  whole.     If  low  charges 
have  done  much  for  the  remarkable  growth  cf  her  freight  traffic, 
high  fare  must  have  much  to  do  in  hindering  the  rapid  growth  of 
her  passenger  traffic.^ 

1.  United  States  Commerce,  1884.     P. 3. 

2.  Compare  Weyl:  Traffic  of  Railways.     P.  21 
Johnson:  American  Railway  Transportation.     P.  151. 
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General  Effects  of  Low  Charges  Upon  Society 

1.     Influence  of  cheap  transportation  on  distribution. 

With  the  ordinary  road,  a  farmer  living  sixty 
miles  from  a  city  may  be  without  a  market  for  many  of  his  most 
important  articles  of  produce  from  the  high  cost  of  transportation 
and  he  is  deprived  on  account  of  the  same  reason  of  many  articles 
and  materials  both  necessary  to  his  daily  life  and  to  occupy  his 
time  profitably.     But  if  there  is  a  railroad  and  the  transporta- 
tion charge  is  cheap,  he  may  find  a  ready  sale  of  all  his  produce 
in  a  distant  market  even  though  he  lives  hundreds  of  miles  away. 
For  an  example,^-  let  us  assume  that  the  speed  of  the  ordinary 
loaded  team  on  common  roads  is  two  and  one-half  miles  per  hour 
for  twelve  hours,  which  will  give  30  miles  as  the  extent  of  the 
day's  travel  and  60  miles  as  the  diameter  of  the  circle  from  which 
a  city  without  railroads  could  distribute  its  products  daily. 
This  would  give  an  area  of  country  of  not  far  from  2700  square 
miles.     Suppose  the  freight  train  on  a  road  moves  at  an  average 
rate  of  12  niles  an  hour  or  288  miles  in  24  hours,  the  circle 
within  daily  reach  of  a  railroad  would  be  576  miles,  embracing 
an  area  of  124,416  square  miles,  or  more  than  46  times  as  great  as 

1.    An  old  illustration  used  in  American  Railroad  Journal. 


the  circle  within  the  reach  of  the  same  point  by  the  ordinary 
wagon.     A  city  thus  increases  its  capacity  for  business  as  well 
as  its  supplies  of  foodstuffs  4600  per  cent.     This  wide  distri- 
bution is  controlled  by  low  charges.    The  charge  must  be  sufficient- 
ly low  not  only  to  enable  the  produce  of  the  first  few  miles  to 
compete  with  that  of  the  rest,  but  to  enable  the  produce  of  even 
the  last  mile  to  compete  with  the  rest.     The  rate  of  charge  has 
the  power  of  either  limiting  distribution  to  a  narrow  field  cr 
enlarging  it  to  an  enormous  extent. 

The  value  of  produce,  under  the  old  system  of 
transportation,  depended  entirely  upon  the  cost  of  carriage  and 
beyond  a  certain  extent  it  was  worthless  as  an  article  of  mer- 
chandise.    In  America  about  the  year  of  1805  the  usual  price  of 
carriage  over  the  country  roads  was  stated  to  have  been  about 
50  cents  for  10©  pounds  for  every  20  miles.     At  this  rate,  corn, 
which  before  1835  rarely  sold  for  as  much  as  35  cents  a  bushel, 
Could  not  stand  the  expense  of  moving  twenty-five  miles,  even 
though  it  had  been  produced  without  coet .     On  the  same  basis,  the 
area  in  which  wheat  could  be  sold  at  a  profit  tc  the  farmer  was 
limited  to  a  radius  of  from  fifty  to  seventy-five  miles.  In 
Kentucky,  the  most  populous  state  in  the  West  in  1805,  "there  was 
not  a  single  species  of  product,  with  the  exception  of  genseng, 
that  would  bear  the  expense  of  carriage  by  land  from  the  State  to 
Philadelphia. ■ 

With  low  charge  the  value  of  produce  is  greatly 
increased.  Let  us  assume  wheat  to  be  worth  fl.00  a  bushel  and 
corn  50  cents  a  bushel  at  the  market,  say  33  bushels  in  a  ton  of 
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From  this  table  it  ie  easy  to  see  that  the  market 
for  a  commodity  ie  immensely  widened  with  the  application  of  low 
charges  in  transportation  and  thereby  the  commodity  commands  better 
price  and  larger  profits.     Corn  can  be  sold  with  profit  in  a  market 
even  as  far  as  over  3000  miles  away  and  wheat  ever  6000  miles  away. 

As  a  result  of  low  charges,  a  wide  dietribution  of 
materials  throughout  the  country  is  now  possible,^*  which,  under  the 
old  transportation  system  with  its  high  charges,  could  never  have 
been  dreamed  of.     Eggs  are  now  brought  a  thousand  miles  to  New  Ycrk 
for  one  cent  and  a  half  a  dozen  and  two  thousand  miles  or  so  for 
about  two  cents  and  a  half  a  dozen.     Butter  is  carried  from  the 
Mississippi  Valley  to  New  Ycrk  for  only  one  cent  per  pound.  The 
transportation  charge  on  the  material  entering  into  a  pair  of 
shoes  made  in  a  St.  Louis  factory  averages  one  and  one  quarter 
cents.     A  pair  of  shoes  can  be  carried  to  any  part  of  the  United 
Ftates  for  only  two  or  three  cents.     The  railroad  by  carrying  ten 
pounds  of  nails  or  wire,  or  by  carrying  an  axe  from  Pittsburgh  to 
St.Louis,  can  obtain  between  two  and  three  cents. 
2.     Influence  of  cheap  transportation  on  local  interests. 

While  the  difference  of  a  cent  or  two  in  the  rate 
of  freight  may  not  in  the  least  interfere  with  the  conduct  of 
industry  or  commerce  in  the  aggregate,  such  a  slight  difference 
may  perhaps  determine  whether  a  manufacturer  obtains  his  raw  mater- 
ial from  that  or  this  source  of  suprly ,  whether  a  wholesale  dealer 
obtains  his  stock  from  the  manufacturer  in  one  or  the  manufacturer 

1.     McPherscn:  Railroad  Freight  Rates.     PP.  47-66. 
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in  another  city,  whether  a  retailer  niakes  hie  purchase  from  the 
wholesale  dealer  in  teis  or  that  city  and  thus  developea  interests  of 
particular  places.     A  difference  of  a  few  cento  a  hundred  pounds  in 
the  rate  of  freight  may  lead  the  hardware  dealer  to  purchase  the 
nails  in  Chicago  or  in  ?t. Louis  or  even  directly  from  Pittsburgh. 

Moreover,  the  lowering  of  transportation  charges 
tends  to  make  each  locality  buy  mere  largely  fro  .  a  distance  what 
it  requires    and  thus  tends  to  concentrate  p&rticular  industries  in 
special  localities.    As  the  purchase  of  raw  material  tends  toward 
the  prosperity  of  the  region  where  it  is  produced;  as  the  operation 
of  a  factory  tends  to  increase  the  population  of  a  community  and 
the  volume  of  its  business:  as  the  growth  of  a  wholesale  end  retail 
"business  eid  in  the  development  of  its  locality,  it  is  easy  to  see 
the  importance  of  low  charges,  for  it  is  generally  through  low 
transportation  charges  that  raw  materials   or  manufactured  goods 
of  cne  place  have  a  slight  advantage  over  these  of  the  other  in 
competition  cn  a  market.    Producers,  manufacturers,  wholesalers, 
and  retailers  naturally  all  desire  to  extend  their  sales  to  reach 
further  markets  in  competition  with  their  rivals.    Any  difference 
in  freight  rates  that  gives  any  one  of  them  an  advantage  ever  a 
competitor  of  another  locality,  not  only  stimulates  the  growth  of 
his  business  but  the  growth  of  the  place  where  his  business  is  lo- 
cated. 

3.     Influence  of  cheap  transportation  on  movement  of  people. 

The  great  boon  conferred  on  the  mass  of  people  by 
cheap  transportation  is  too  plain  to  need  description.     The  frequent 
visiting  of  friends,  relatives  and  places  are  .now  far  more  possible 
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than  they  formerly  could  be.     Holidays  are  made  happier  and 
leisure  is  of  more  benefit.     In  America,  when  railways  were  ex- 
tended into  regions  previously  uninhabited,  population  followed. 

Cheap  transportation  increases  the  productive  power 
of  labor.    When  cheapness  is  combined  with  speed,  considerable 
advantage  is  gained  by  the  laboring  class .     The  demand  for  labor 
in  the  large  centers  of  population  varies  from  time  to  time, 
sometimes  exceeding  and  sometimes  falling  short  of  the  supply. 
The  laborers  having  little  other  capital  save  their  bodily  strength 
are  sometimes  reduced  to  exterme  distress.     Improvements  in  trans- 
portation which  render  travelling  cheap,  easy,  and  expedit ious , so 
as  to  bring  it  within  the  means  of  thrifty  and  industrious  labor- 
ers, will  enable  labor  to  shift  its  place  and  seek  those  markets 
in  which  the  demand  is  greatest.     Thus  labor  can  be  more  pro- 
ductive and  command  higher  wages. 

In  Europe,  there  are  special  trains  for  the 
laboring  classes .     The  time  is  usually  suited  to  their  convenience 
one  early  in  the  morning  and  one  late  in  the  afternoon.  They 
are  thus  enabled  to  make  their  residence  in  healthy  but  less 
expensive  places.     In  Germany  and  New  Zealand  working  men  are 
carried  at  50  cents  a  week  in  and  out  of  the  big  cities.     In  and 
out  of  Berlin  the  charge  is  only  17  cents  a  week,  about  one  cent 
and  a  half  a  trip.    A  workingman  or  any  one  else  can  live  5  or  10 
miles  out  and  buy  a  ticket  for  a  year  at  $4.50  to  gc  in  and  out 
as  many  times  a  day  as  he  chooses,  10  or  20  miles  for  one  cent. 
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4.     Influence  of  cheap  transportation  on  the  value  of  land. 

Before  the  coming  of  railroads,  l'.nd  in  the 
interior  of  America  was  almost  valueless.     The  hi?h  cost  of  trans- 
portation made  it  worthless  for  farming  and  undesirable  for 
residence.     In  1852  it  was  stated  that  vast  bodies  of  the  finest 
land  in  the  United  states,  were  entirely  unsalable,  thcu^h  they 
lay  within  200  miles  cf  navigable  waters. ^ 

With  the  coming  cf  the  railroads,  the  value  of 
land  and  other  property  rose  rapidly.     The  movement  cf  people 
towards  the  interior  from  the  Atlantic  seacoast  and  the  opening 
of  the  West  to  traffic  increased  the  price  of  land  several 
thousand  per  cent  in  certain  parts  of  the  country.     Farms  were 
cultivated,  buildings  were  erected  and  cities  grew  up  everywhere. 

When  a  railroad  is  constructed,  it  gives  special 

facilities  for  the  transportation  cf  people  and  products,  and  the 

value  cf  land  is  thus  raised.     The  New  York  and  Erie  railroad, 

by  entering  New  York  City,  raised  the  property  of  that  city  to  a 

p 

very  large  extent.      Sometimes  the  mere  anticipation  cf  the 
coming  of  a  railroad  raises  the  value  of  the  property.  The 
increase  of  the  Grimsby  port  dues  in  England  illustrates  this 
point  very  well.     The  dues  collected  in  1847  were  70,000  pounds, 
which  were  more  than  double  those  cf  1846,   (32,000  pounds),  more 
than  six  times  those  cf  1845,  nearly  twelve  times  those  cf  1844, 
and  about  eighteen  times  those  of  1843. 3 

1.  American  Railroad  Journal,  Vol.  25.     P. 728. 

2.  Ibid.     Vol.  20,  1847.     P. 531 . 

3.  Ibid.     Vol.  21,  1848.     P. 178. 
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The  following  illustration  shows  clearly  the  rise 
of  value  in  land  due  to  the  coming  cf  railroads:^" 

1850  $341,388,838  100  miles  of  railroads  in  Ohio. 
1853  363,490,901  1152  miles  of  railroads  in  Ohio. 
1858      590,285,947    2841  miles  of  railroads  in  Ohio. 

Not  only  are  the  cultivated  lands  but  city  and 

village  lots  increased  in  value  owing  to  the  coming  of  railroads 

2 

The  valuation  of  Massachusetts    rose  from  $290,000,000  to 
$580,000,000  between  1840  and  1850.    A  vast  increase  and  by  far 
the  greater  part  cf  it  was  due  to  the  numerous  railroads  she 
constructed. 

5.     Influence  cf  cheap  transportation  on  the  development  of  a 
country . 

The  greatest  and  the  most  wonderful  effect  pro- 
duced by  cheap  transportation  is  the  remarkable  development  of  a 
country.     No  illustration  is  better  suited  than  the  astonishing 
development  of  America  during  the  lest  century.     Before  the 
coming  of  her  railroads,  the  greater  part  of  the  country  was 
uninhabited.     Large  cities  such  as  one  is  accustomed  to  see  toda; 
were  not  known.     No  product  cf  great  importance,  either  for  export 
or  for  general  consumption  claimed  the  attention  of  the  world. 

What  cheap  transportation  has  dene  for  America  in 
the  past  can  be  seen  by  what  she  is  now.     Population  increased 
more  than  seven  times  within  the  last  eighty  years.    Wealth  has 
been  multiplying  and  Commerce  has  been  flourishing.     Farming  and 

1.  American  Railroad  Journal,  Vol.  32,  1859.     P.  91 

2.  Ibid.     Vol.  25.     P. 728. 
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manufacturing  products  enjoy  the  same  facilities  of  reaching  a 
profitable  market.     Lurcher  and  minerals  can  he  moved  to  places 
where  they  can  be  used.     Cheap  products  such  as  coal,  hay  and 
grain  can  be  transported  to  disti-nt  markets.     Not  only  has  she 
enough  for  her  own  consumption  but  she  sends  her  surplus  to 
other  purts  of  the  world. 

Cheap  transportation  has  furnished  facilities  for 
the  performance  of  all  important  labor  by  concentration  of  raw 
materials  and  by  distribution  of  manufactured  products;  by 
forwarding  the  surplus  yield  cf  the  farmer  to  market  and  by 
carrying  back  to  him  the  goods  he  wants,  and  by  rendering  possible 
any  and  every  desirable  accumulation  of  population  at  mining, 
commercial  or  other  centers. 

Villages  and  cities  spring  up  everywhere.  They 
all  enjoy  the  advantages  of  easy  communication  with  one  another, 
which  was  not  possible  under  the  old  transportation  system. 
Take  for  instance  Chicago;  it  was  insignificant  as  a  city  eighty 
years  ago.     Instead  of  being  the  biggest  distributing  centre,  it 
was  importing  from  Western  New  York  nearly  all  it  needed  by  way 
of  the  Great  Lakes . 

Whatever  are  the  natural  resources,  they  may  be 
of  no  value,  unless  they  can  be  transported  to  places  where  they 
can  be  used.     The  production  cf  raw  materials  is  cf  little  avail 
unless  they  can  be  transported  tc  the  centres  cf  their  transfor- 
mation into  finished  goods.     And  so  are  the  finished  products  of 
little  value,  unless  they  can  be  placed  at  the  door  of  consumers. 
In  developing  a  country,  nothing  is  more  important  than  cheap 
transportation . 
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6.     Influence  of  cheap  transportation  on  social  progress. 

Nothing  contributes  more  to  the  civilization  of  a 
country  than  easy  communication  and  cheap  transportation.  From 
the  earliest  date  the  progress  of  a  race  has  teen  measured  by  the 
extent  to  which  it  has  enjoyed  the  means  cf  travel  and  inter- 
course.    In  nearly  every  part  of  the  world  civilization  first 
sprang  up  along  the  sea  coast  and  gradually  extrnded  to  the 
interior.     For  want  cf  cheap  transportation  and  ea3y  communica- 
tion, the  progress  cf  civilization  in  the  interior  was  very  slow. 

The  coming  of  railroad  transportation  opened  a 
new  era  of  social  progress.     Advancement  both  in  intellect  and 
in  wealth  has  been  :?.ore  rapid  within  the  last  hundred  years  than 
in  any  period  of  human  history.    Knowledge  can  be  v/idely  diffused 
and  markets  are  open  to  every  one.     Industries  become  national 
and  commerce  international.     Standard  of  living  has  been  immense- 
ly raised;  what  were  considered  as  luxuries  are  now  necessities 
to  the  common  people  and  are  within  the  reach  of  every  one. 

Men  of  all  nationalities  are  being  mixed  more 
and  more  with  one  another.    What  is  advanced  in  one  place  can 
be  easily  copied  in  another.     The  discoveries  of  an  Edison  become 
the  property  of  the  world.     Intercourse  stimulates  the  mind  to 
renewed  activity    so  there  has  been  rapid  progress  in  science, 
in  arts,  in  inventions  and  in  social  and  political  conditions. 
Interchange  of  ideas  is  being  made  more  and  more  among  peoples  of 
different  places  and  cf  different  countries. 

Cheap  transportation  has  almost  completely 
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changed  the  surroundings  of  man's  life.     It  has  destroyed  his 
isolation  and  self-sufficiency.     It  has  worked  toward  the 
nationalization  of  people?  in  their  business  and  in  their  social 
and  political  relations  and  ideas. 
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